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HODULIK & MORRISON, P.A.

A division of G)Pﬁ
OCONNOR
DAVIES

ACCOURTANTS AMD ADVISORS

INDEPENDENT AUDITORS' REPORT

Honorable Mayer and Members
of the Borough Council

Borough of Somerviiie

County of Somerset, New Jersey

Report on the Financial Statements

We have audited the accompanying balance sheets — regulatory basis of the various funds and
governmental fixed assets of the Borough of Somerville, County of Somerset, New Jersey, as of and for
the years ended December 31, 2018 and 2018 and the related statements of operations and changes in
fund balance — regulatory basis for the years then ended and the related statement of revenues —
regulatory basis and statement of expenditures — regulatory basis for the year ended December 31,
2019 and the related notes to the financial statements, which collectively comprise the Borough of
Somerville’s basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the financial reporting provisions of the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Management is also responsibie for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to error or fraud.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on cur audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
Amerca, the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States and the audit requirements prescribed by the
Division of Local Government Services, Department of Community Affairs, State of New Jersay. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

20 Commerce Drive, Suite 301, Cranford, N.J 07016

Tel: 908.272.6200 | Fax: 908.272.2416

2
PKF O'Cannor Davies, LLP is a member firm of the PKF Intermational Limited petwork of tegally independent firms and does
not accept any responsibility or liability for the actions or inactions on the part of any oiher individual member firn or fims



Basis for Adverse Opinion on U.5. Generally Accepted Accounting Principles

As described in Note 2, these financial statements were prepared in conformity with accounting
practices prescribed or permitted by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, United States of America, that demonstrate compliance with
the modified accrual basis, with certain exceptions, and the budget laws of New Jersey, which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America. These prescribed principles are designed primarily for determining compiiance with
legal provisions and budgetary restrictions, and as a means of reporting on the stewardship of public
officials with respect to public funds. Accordingly, the accompanying financial statements — regulatory
basis are not intended to present financial position and results of operations in accordance with
accounting principles generally accepted in the United States of America. The effect on the financial
statements between these regulatory accounting practices and accounting principles generally accepted
in the United States of America, although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to in the
first paragraph do not present fairly, in accordance with accounting principles generally accepted in the
United States of America, the financial positions of the Borough of Somerville, County of Somerset, New
Jersey, as of December 31, 2019, the changes in its financial position, or, where applicable, its cash
flows for the year then ended.

Unmodified Opinion on Requlatory Basis of Accounting

In our opinion, the financial statements — regulatory basis referred to above present fairly, in all material
respects, the financial position — regulatory basis of the varicus funds and governmental fixed assets of
the Borough of Somerville, County of Somerset, New Jersey as of December 31, 2019 and the results of
operations and changes in fund balance — regulatory basis for the year then ended and the related
statements of revenues — regulatory basis and statements of expenditures — regulatory basis of the
various funds for the year ended December 31, 2019, on the basis of accounting described in Note 2.

Emphasis of Matter

As discussed in Note 17 to the financial statements, on March 11, 2020, the World Health Organization
declared a global pandemic as a result of the spread of the Coronavirus disease 2019 (“COVID-19").
Our opinion is not modified with respect to that matter

Other Matters

Our audit was made for the purpose of forming an opinion on the financial statements that collectively
comprise of the Borough of Somerville, County of Somerset, New Jersey. The information included in
Part |l — the schedule of expenditures of federal awards as required by the audit requirements of Titfe 2
U.S. Code of Federal Requlations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Award (Uniform Guidance); and the schedule of expenditures of state
financial assistance as required by New Jersey OMB's Circular 15-08 Single Audit Policy for Recipients
of Federal Grants, State Grants and State Aid, are not a required part of the financial statements. The
information included in Part [l — the accompanying schedule of expenditures of federal awards and the
schedule of expenditures of state financial assistance are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements.



The information has been subjected to auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements, or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements — regulatory basis taken as a
whole.

sSupplementary Information Required by the Division of Local Government Services in Accordance with
the Reguiatory Basis of Accounting

Our audit was made for the purpose of forming an opinion on the financial statements that collectively
comprise of the Borough of Somerville, County of Somerset, New Jersey. The information included in
Part Ill -~ Supplementary Schedules and Part IV - Supplementary Data, as listed in the table of contents,
are presented for purposes of additional analysis and are not a required part of the financial statements
of the Borough of Somerville, County of Somerset, New Jersey. The information included in Part [l — the
accompanying Supplemental Schedules and Part IV — Supplementary Data are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements, or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the financial statements — regulatory
basis taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Govermment Auditing Standards, we have also issued a report dated July 6, 2020 on
our consideration of the Borough of Somerville's internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and the results of that testing, and not to provide an opinion on the effectiveness of
the Borough of Somerville's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Governmental Accounting Standards and should
be considered in assessing the resuits of our audit.

bk ¢ Mtskiin, 74

HODULIK & MORRISON, P.A.

A divisicn of PKF O'Connor Davies
Certified Public Accountants
Registered Municipal Accountants

Andrew G. Hodulik

Registered Municipal Accountant
No. 406

Cranford, New Jersey

July 8, 2020
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BOROUGH OF SOMERVILLE

SOMERSET COUNTY, NEW JERSEY

CURRENT FUND

COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE-REGULATORY BASIS

REVENUE AND OTHER INCOME REALIZED

Fund Balance Appropriated

Miscellaneous Revenues Anticipated

Receipts from Delinquent Taxes

Receipts from Current Taxes

Non-Budget Revenue

Other Credits to Income:
Due from Animal Control - Statutory Excess
Unexpended Balance of Approp. Reserves

Totai Revenues

EXPENDITURES AND OTHER CHARGES

Budget Appropriations:
Operating Within CAPS:
Operating
Def. Charges and Statutory Expend.
Operating Excluded from CAPS:
Operating
Capital Improvements
Murnicipal Debt Service
Local District School Tax
County Tax
County Added Tax
Downtown Somerville Allignce Tax
Interfund Loans Advanced { Net}

Total Expenditures
Excess (Deficit} in Revenue {Balance Forward)
FUND BALANCE

Balance - January 1

Decreased by
Utilization as Anticipated Revenue

Exhibit - A- 1

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
REF. YEAR 2019 YEAR 2018

A-1,A-2 % 1,850,000.00 1,800,000.00
A-2 6,581,831.33 5,481,928.87
A-2 574,718.97 680,285.96
A-2 42,354,214.12 41,665,248.89
A2 46{,625.85 446,405.19

A-13 5,255.58
A-14 1,029,771.05 1,560,170.80
52.856,416.90 51,734,049.71
A3 12,699,300.00 12,218,875.00
A3 1,534,747.00 1,467,500.00
A-3 681,320.96 1,190,669.67
A3 115,000.00 125,000.00
A3 4,044,112.85 3,005,719.02
A-12 24,322,558.00 24,024 ,360.00
A-12 5,245,284.01 5,123,822.00
A-12 10,370.38 11,408.03
A-12 598,968.76 589,426.80

A-13 5,255.58
48,256,917.54 47,756,780.52
3,599.490.36 3,877.269.19
A 7,896, 304.75 §,819,035.56
11,495,804.11 9,796,304.75
A-1 1,850,000.00 1,800,000.0C
A % 9,645,804, 11 7,896,304.75

Balance - December 31

Note: See Notes to Financial Statements




BOROUGH OF SOMERVILLE Exhibit - A-2
SOMEREET COUNTY, NEW JERSEY Page o2

CURRENT FUND
STATEMENT OF REVENUES-REGULATORY BASIS
EOR THE YEAR ENDED DECEMBER 11, 2018

ANTICIPATED APPROP.
2019 N.JS A EXCESS OR
BUDGEY 40A 4-87 REALIZED {DEFICITY
Surplus Anticipated Al $___ 1.A5OD0003 5 5 185050000
Total Surplus Anticipated 1,850,000.00 1 REH] 200 00
bdiscall s Ra 165
Licansas:
Alcoholic Beverages 3000000 33,607.00 3607.00
Other 35,000.00 37,459.00 2.45%.00
Feos and Poarmits 134,000.00 14675514 1275511
Fines and Costs:
unicipat Coust 406,000 00 503,635.52 §7,6235.53
Interest and Costs on Taxes 150,000.00 180,603.87 60387
Interast on invastments and Depasits 50,000.00 127.116.19 ¥7.116.19
Recreation Faos
Recrestion Programs 80,000.00 84,312.93 14,312.83
Sale of Garbage Decels 22,000.00 27.337.00 8,337.00
Rani of Office Facilities 4,000.00 4,200.00 200.00
Gonsolidated Municipal Property Tax Ralief 33,328.00 Jaazeon
Energy Receipis Tax 1,370,962.00 1,370,962.00
Dedizated Unifarm Construciion Code Fees Ofset
with Appropriations {N.J.5.A, 404:4-36 and N.JAC 523417}
Uniform Gonstruction Code Fees 340,000.00 561.620.00 221,620.00
Pubtlic and Private Revenues Offset with Approps.:
Bady Armor Replacament fund 3,411.95 341998
Bullatproof Vest Pragram 768.17 7617
CBBG Handicapped Ramp, Curbs & Sidewalk Improvements 100,000.00 100,0006.00
GOBG Sanitary Sewer Grant 56,371.00 95,371.00 -
Clean Communilies 2435545 24,355.49 -
Drunk Criving Enforcement Grant 6,841.97 6,841 .97
EMAAM Grant - Cffica of Emergency bManagernent 10,000.00 10,0060.00 -
Municipal Alcohol Ed. Rehaty Grant 4,179.48 4,179.48
Municipal Alliance Grant 11,029.26 91,028.36
Recycling Tonnage Grant 13,550.33 13.558.33 -
Somerset Counly - RVSA - Green Acres Grant 2,500.00 2,500.00
Somerset County RCP Pedestrian Safety Grant Phase II 15,000.60 15,000.00
Somersel County Historical Presenation Cormus 126,174.00 126,174.00
Transit Village Strestscape Improvemeants 130,000.00 130,060.00
Yauth Service 5,000.00 5,000.00
Ciher Special ltems:
Unifarm Fira Safaty Act 100,000.00 105,046.20 5,046.20
Sale of Municipal Assals 10,000.00 2,702 {7,287 .69}
Cable TV Franchise Foes 149,400.00 149,468.95 68.65
Somervilla Senior Citizen Housing Inc. 100,000.00 106,048.09 6.048.09
Dasapio Conttihution 76,000.00 76.000.00 -
JSM-PILLOT. 412,000.00 431,687.20 19,687.20
ERG - Contribution Cebt Service 375,000.00 375,000.00 -
O8A Contribution 45,000.00 45,000.00 -
8C Sociad SVCS. Bivd - PILOT. 125,000.00 128,396.26 3,296.26
COBOLT - 70 - VWD - PILOT. 137.000.00 165,232.85 2B8,232.85
PILCT - RWJ University Hospital 1,311,000.00 1,311,000.00 -
Storms - 6 W, Doughty - PLLO.T. ! 27,600.00 15,981.88 (11.608.12)
Total Miscellaneous Revenues A1 024 B30 62 27¥7,655.31 658183133 479,220.37
Recaipts from Definquent Taxes A-1,A-2 §15,00000 RN 574,718.97 58,718,587
Subtotal General Revenues 6,139,955 65 27785531 7.156,55(.20 536,932 .34
Amounl to be Raised by Taxes for Support of Municipal Budget:
Loca! Tax for Municipal purposes Including
Reserve for Uncollestod Taxes A2 12,764,257 .00 14,227 032.97 1,562.775.87
Total Genera! Revenues 20,854,212.65 277,655.31 23,333,58327 3 2,104,715.31
Non-Budget Revenues A-1 . = 460,625.85

3 DODEL FI2ES 3 JTTASS ) & 23,794,209.12

{ } Denotes Ceficit A-3 A2



BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

CURRENT FUND

STATEMENT OF REVENUES-REGULATORY BASIS

ANALYSIS OF REALIZED REVENUES

Allocation of Current Tax Collections:

2019 Collections

Prepaid Taxes Applied

State Share of Sr. Citizen's and
Veteran's Deductions Allowed

Allocated to:
Local School Tax
County Taxes
Added County Taxes
Special District Tax

Add: Reserve for Uncellected Taxes
Amecunt for Support of Municipal Budget

Allocation of Delinguent Tax Collections:

Collections
Tax Title Liens

Note: See Notes to Financial Statemenis

EF.

A-7
A-7

A-7

A-2

A-7
A-7

$ 42,0226980.28
268,583.68

62,940.18

24,322,558.00
5,245,284.01
10,370.38
598,868.76

$

$

Exhibit - A-2
Page 2 of 2

42,354,214.12

30,177,181.15

12,177,032.97

2,150,000.00

14,327,032.97

545,241.34
29,477.63

574,718.97
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Exhibit - B-1
BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

TRUST ASSESSMENT FUND
STATEMENT OF FUND BALANCE-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2018

REF.
Balance - December 31, 2018 B $ 10,467.26
Balance - December 31, 2018 B $ 104867286

Note: See Notes to Financial Statements
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Exhibit - C
BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

GENERAL CAPITAL FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
DECEMBER 31, 2019 AND 2018

BALANCE BALANCE
DEC. 31, DEC. 31,
ASSETS REF. 2019 2018
Cash C-2 $ 1944,10364 §  1,564,508.23
Due from Various Grantor Agencies C-7 4,927,924.99 4,771,125.15
Due from Somerset County Improvement Authority C-12 3,303.34 3,303.34
Deferred Charges to Future Taxation:
Funded C-5 17,244,262 .85 19,192,243.55
Unfunded C-6 5,672,162.55 5.093,068.83
$ 29,681,757.37 $ 30,624,249.10
LIABILITIES, RESERVES
AND FUND BALANCE
General Serial Bonds Payable C-10 $ 11,940,000.00 $ 13,530,000.00
NJEIT Loan Payable C-11 3,826,427.91 3,843,224.00
SCIA Leases Payable C-16 1,477,834.94 1,719,018.55
Bond Anticipation Notes C-9 3,715,000.00 3,980,000.00
Improvement Authorizations:
Funded C-8 2,568,734.82 4,287,933.24
Unfunded C-8 2,848.047.06 1,326,525.58
Reserve for Encumbrances Payable C-8 855,876.65 190,441.74
Reserve for Payment of Future Debt Service ERG C-13 848,525 61 831,305.61
Reserve for Payment of Future Debt Service C-14 503,264.48 529,764.48
Reserve for Grants Receivable C-15 866,167.00
Capital Improvement Fund C-4 68,011.83 19,256.83
Fund Balance C-1 272.867.07 256,778.07
$ 29,691,757.37 $ 30,624,249.10
Bonds and Notes Authorized but not Issued C-17 $ 185716255 &  1,103,068.83

Note: See Notes to Financial Statements
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Exhibit - C-1

BOROQUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2019

REE.
Balance - December 31, 2018 C $ 256,778.07
Increased by:
Premium on BAN Sale C-2 16,089.00
Balance - December 31, 2019 C $ 272,867.07

Note: See Notes to Financial Statements
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BORCUGH OF SOMERVILLE

SEWER UTILITY OPERATING FUND
COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE IN FUND BALANCE-REGULATORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

REVENUE AND OTHER INCOME REALIZED

Fund Balance

Sewer Rents

Misceilaneous

Unexpended Balance of Approp. Reserves

Total Revenues

EXPENDITURES

Budget Appropriations:
Operating:
Salaries and Wages
Other Expenses
Capital Improverments
Statutory Expenditures and Deferred Charges

Total Expenditures

Excess in Revenues
FUND BALANCE

Balance - January 1

Decreased by:

Utilized as Anticipated Revenue in Current Fund

Utilization as Anticipated Revenue

Balance - December 31

Note: See Notes to Financial Statements

REF.

D-3
D-3
D-3
D-12

D-4
D-4

D-4
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Exhibit - D-1

YEAR 2019 YEAR 2018
$ 165,000.00 $ 158,316.02
2,669,041.08 2,801,177.70
226,394 81 378,165.13
7,036.67 328,614 42
3,067,472.56 3,667,273.27
235,000.00 225,000.00
2,650,000.00 2,331,800.00
20,000.00 20,000.00
44,000.00 181,516.02
2,944,000.00 2,758,316.02
118,472.56 908,867 25
1,700,609.22 949 967.99
1,818,081.78 1,858,925 24
165,000.00 158,316.02
$ 1,654,081.78 $ 1,700,609.22




Exhibit - D - 2
BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

SEWER UTILITY CAPITAL FUND
STATEMENT OF FUND BALANCE-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2018

REF.
Balance - December 31, 2018 D $ 327636
Decreased by:
Fixed Capital Auth and Uncompleted
Cancelled from prior year D-15 2,211.583
Balance - December 31, 2018 D $ 1,064.83

Note: See Notes to Financial Statements
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Exhibit - -3

BOROQUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

SEWER UTILITY OPERATING FUND
STATEMENT OF REVENUES-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2018

2018 EXCESS OR
REF. BUDGET REALIZED {DEFICIT}
Fund Balance B-1 % 165,000.00 % 165,000.0C %
Sewer Use Charges -1 2,775,000.00 2,668,041.08 {105,958.62}
Miscellaneous D-1 9,000.00 226,394.81 217,394.81
$ 294900000 $ 3.060,435.89 3 111,435.89
Ref, D-4
Analysis of Realized Revenues:
Analysis of Sewer Use Charges:
Sewer Use Collections D-8 $ 285412795
Overpayments Applied D-8 6,313.52
Prepaids Applied D-8 8,599.61

$  2,668,041.08

Analysis of Miscellaneocus Revenues:

Connection Fees 3 174,000.00
fnterest on Delinguent Taxes 40,359.37
Interest on Investments 12,035.44

D-§ $ 226,394 .81

Note: See Notes {o Financial Statements
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY. NEW JERSEY

PARKING UTILITY OPERATING FUND
STATEMENT OF OPERATIONS AND

CHANGE IN FUND BALANCE-REGULATORY BASIS
FCOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

REVENUE AND OTHER INCOME REALIZED

Parking Meters

Parking Permits

Parking Deck Fees

Misceilaneous

Unexpended Balance of Approp. Reserves

Total Revenues

EXPENDITURES

Budget Appropriations:
Operating:
Salaries and Wages
Other Expenses
Statutory Expenditures and Deferred Charges

Tota!l Expenditures
Excess in Revenues

FUND BALANCE

Balance - January 1

Balance - December 31

Note: See Notes to Financial Statements
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REF.
E-2
E-2
E-2
E-2
E-&

E-3
E-3

$

Exhibit - E-1

YEAR 2019 YEAR 2018
699,603.51 § 662,142.70
28,248.41 33,803.38
48,640.00
12,643.02 4,570.94
206,687.25 231,276.22
995,722.19 931,793.24
155,000.00 175,000.00
498,500.00 407,500.00
22,000.00 27,000.00
£76,500.00 609,500.00
319,222.19 322,28324
532,071.97 200,778.73
851,294.16 § 532,071.97




Exhibit - E-2

BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

PARKING UTILITY OPERATING FUND
STATEMENT OF REVENUES-REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2019

2019 EXCESS OR
REF, BUDGET REALIZED {DEFICIT)
Parking Meters E-1,E-4 § 65000000 $ 69950351 $ 4950351
Parking Permits E-1,E4 26,500.00 28,248 41 1,748.41
Parking Deck Fees E-1,E-4 48,640.00 48,640.00
Miscellaneous E-1,E-4 12,643.02 12,643.02
$ 67650000 § 789034904 $ 11253494
Ref. E-3
Analysis of Realized Revenues:
Analysis of Parking Meters:
Parking Meters - Parking Utility E-4 $ 689,503.51
$ 699,503.51
Analysis of Miscellaneous Revenues:
Interest on Investments E-4 $ 6,868.98
Other E-4 5774.04
$ 12,643.02

Note: See Notes to Financial Statements
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BOROUGH OF SOMERVILLE
PUBLIC ASSISTANCE TRUST FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
DECEMBER 31, 2019 AND 2018

Exhibit - F

REF.
ASSETS: Dec, 31, 2018 Dec. 31, 2018
Due to/from Trust Other Fund - PATF 1 F-1 5 25,533,680 5 2553360
LIABILITIES AND RESERVES:
Reserve for Public Assistance:
Public Assistance Trust Fund | F-2 $ 2563360 $ 255833.60
——————ey

Note: See Accompanying Notes to Financial Statements
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

STATEMENT OF GOVERNMENTAL FIXED ASSETS

REGULATORY BASIS
DECEMBER 31, 2015 AND 2018

Governmental Fixed Assets:
Land
Buildings/Improvements
Equipment

Total Governmental Fixed Assets

Investment in Governmental Fixed Assets

Nots: See Notes o Financial Statements

30

BALANCE
DEC. 31, 2019

Exhibit - G

BALANCE
DEC. 31, 2018

$10,571,500.00
10,498,600.00
8,709,707.00

$ 10,571,500.00
10,488,600.00
8,181.487.00

$29,779,807.00

$ 28,251,587.00
—

$29.,779,807.00

$ 29,251,587.00




BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS — REGULATORY BASIS
YEARS ENDED DECEMBER: 31, 2018 AND 2018

Note 1: FORM OF GOVERNMENT

The Borough of Somerville operates under the legislative Borough of N.J.S.A. 40A:60-1 et seq., which
provides for the election of a mayor to serve a term of four years and a council of six members serving
three-year terms. At its annual meeting, the council elects a president of the council who shall preside at
ail its meetings when the mayor is not present. The mayer is the head of the municipal government and
the council is the legislative body. The Borough has adopted an administrative code, which provides for
the delegation of a portion of executive responsibilities to an administrator and the organization of the
council into standing committees to oversee various Borough activities.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Repoding Entity

Except as noted below, the financial statements of the Borough of Somerville include every board, body,
officer or commission supported and maintained wholly or in part by funds appropriated by the Borough
of Somerville, as required by N.J.S.A. 40A:5-5. Accordingly, the financial statements of the Borough of
Somerville do not include the operations of the municipal library.

B. Description of Funds

The accounting policies of the Borough of Somerville conform to the accounting principles applicable to
municipalities that have been prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. Such principles and practices are designed primarily for
determining compliance with legal provisions and budgetary restrictions and as a means of reporting on
the stewardship of public officials with respect to public funds. Under this method of accounting, the
Borough of Somerville accounts for its financial transactions through the following separate funds:

Currgnt Fund - resources and expenditures for governmental operations of a general nature, including
Federal and State grant funds, except as otherwise noted.

Trust Fund - receipts, custodianship and disbursement of funds in accordance with the purposes for
which each reserve was created. Pursuant to the provisions of N.J.S.A. 40A:4-39, the financial
transactions of the following funds and accounts are also reported within the Trust Fund:

Trust Assessment Fund

Animal Controf Trust Fund

Unemployment Compensation Insurance Trust Fund
Dedicated Law Enforcement Trust Fund
Developer's Escrow Fund

Payroll Fund

Community Development Block Grant Fund

Genaral Capital Fund - resources, including Federal and State Grants in aid of construction, and
expenditures for the acquisition of general capital facilities, other than those acquired through the
Current Fund, including the status of bonds and notes authorized for said purposes.

Sewer Operating and Capital Funds — account for the operations and acquisition of capital facilities of
the municipally-owned Sewer Fund.

Parking Uhility Operating Fund — account for the operations of the municipally-owned Parking Utility.
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BOROUGH OF SOMERVILLE

NOTES TO FINANCIAL STATEMENTS — REGULATORY BASIS
YEARS ENDED DECEMEER 31, 2019 AND 2018

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

B. Description of Funds (Cont'd.}

Covernmental Fixed Assets - the Governmental Fixed Asset System is used to account for fixed assets
used in governmental fund type operations for control purposes. All fixed assets are valued at historical
cost or estimated historical cost if actual historical cost is not available or any other reasonable basis,
provided such basis is adequately disclosed in the financial statements. Donated fixed assets are
vaiued at their estimated fair value on the date of donation. No depreciation is recorded on general
fixed assets.

The Governmental Accounting Standards Board {(GASB) is the accepted standards-setting body for
establishing governmental accounting and financial reporting principles. GASB's Codification of
Governmental Accounting and Financial Reporting Standards and subsequent GASB pronouncements
arg recognized as U.S. generally accepted accounting principles (GAAP) for state and local
governments. GAAP provides for the issuance of entity-wide financial statements along with the
presentation of separate fund financial statements that differ from the organization of funds prescribed
under the regulatory basis of accounting utilized by the Borough. The resultant presentation of financial
position and results of operations in the form of financial statements is not intended to present the basic
financial statement presentation required by GAAP.

C. Basis of Accounting

Basis of Accounting and Measurement Focus - The basis of accounting as prescribed by the Division of
Local Government Services for its operating funds is generally a modified cash basis for revenue
recognition and a modified accrual basis for expenditures. The operating funds utilize a “current
financial resources” measurement focus. The accounting principles and practices prescribed for
municipalities by the Division differ in certain respects from generally accepted accounting principles
{GAAF} applicable to local government units. The most significant is the reporting of entity-wide
financial statements, which are not presented in the accounting principles prescribed by the Division.
The other more significant differences are as follows:

Revenues - Revenues are recorded as received in cash except for statutory reimbursements and grant
funds which are due from other governmental units. State and Federal grants, entitiements and shared
revenues received for operating purposes are realized as revenues when anticipated in the Borough's
budget. Receivables for properly taxes and water and sewer consumer charges are recorded with
offsetting reserves within the Current Fund. Other amounts that are due to the Borough which are
susceptible to accrual are recorded as receivables with offsetting reserves. These reserves are
liquidated and revenues are recorded as realized upon receipt of cash. GAAP requires the recognition
of revenues for general operations in the accounting period in which they become available and
measurable.

Expenditures - For purposes of financial reporting, expenditures are recorded as “"paid or charged” or
“appropriation reserves”. Paid or charged refers to the Borough's "budgetary” basis of accounting.
Generally, these expenditures are recorded when an amount is encumbered for goods or services
through the issuance of a purchase order in conjunction with the encumbrance accounting system.
Reserves for unliquidated encumbrances at the close of the year are reported as a cash liability.
Encumbrances do not constitute expenditures under GAAP. Appropriation reserves refers to
unexpended appropriation balances at the close of the year. Appropriation reserves are automatically
created and recorded as a cash liability, except for amounts, which may be cancelled by the governing
body. Appropriation reserves are availabie until lapsed at the close of the succeeding year, to meet
specific claims, commitments or contracts incurred and not recorded in the preceding fiscal year.
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, MEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

C. Basis of Accounting (Cont'd.)

Expenditures (Cont'd) - Lapsed appropriation reserves are recorded as income. Generally,
unexpended balances of budget appropriations are not recorded as expenditures under GAAP. For the
purpose of calculating the results of Current Fund operations, the regulatory basis of accounting utilized
by the Borough requires that certain expenditures be deferred, and raised as items of appropriation in
budgets of succeeding years. These deferred charges include the two general categories of
overexpenditures and emergency appropriations. Overexpenditures occur when expenditures recorded
as "paid or charged” exceed available appropriation balances. Emergency appropriations occur when,
subsequent to the adoption of a balanced budget, the governing body authorizes the establishment of
additional appropriations based on unforeseen circumstances or for other special purposes as defined
by statute. Overexpenditures and emergency appropriations are deducted from total expenditures in
the calculation of operating results and are established as assets for Deferred Charges on the Current
Fund balance sheet. GAAP does not permit the deferral of overexpenditures to succeeding budgets.

In addition, GAAP does not recognize expenditures based on the authorization of an appropriation.
Instead, the authorization of special purpose expenditures, such as the preparation of tax maps or
revaluation of assessable real preperty, would represent the designation of fund balance.

Compensated Absences - The Borough has adopted written policies via employee contracts and
municipal ordinances which set forth the terms under which an employee may accumulated earned, but
unused, vacation and sick leave, establishes the limits on such accumulations and specifies the
conditions under which the right to receive payment for such accumulations vests with the employee.
The Borough records expenditures for payments of earned and unused vacation and sick leave in the
accounting period in which the payments are made. GAAP requires that expenditures be recorded in
the governmental {Current} fund in an amount that would normally be liquidated with available financial
resources.

Propery Acquired for Taxes - Foreclosed property is recorded in the Current Fund at the assessed
valuation when such property was acquired and is fully reserved. GAAP requires such property to be
recorded in the general fixed asset account group at the lower of cost or fair market value.

Sale of Municipal Assets - Cash proceeds from the sale of Borough owned property are reserved until
utilized as an item of anticipated revenue in a subsequent year budget. Year-end balances of such
proceeds are reported as a cash liability in the Current Fund. GAAP requires that revenue be
recognized in the accounting period that the terms of sales contracts become legally enforceable,

Interfunds - Interfund receivables in the Current Fund are recorded with offsetting reserves, which are
created by charges to operations. Income is recognized in the accounting period the receivables are
liquidated. GAAP does not require the establishment of offsetting reserves. Interfund receivables in the
other funds are not offset by reserves.

Inventories of Supplies - The cost of inventories of supplies for all funds are recorded as expenditures
at the time individual tems are purchased. The cost of inventories are not included on the various
balance sheets. Although the expenditure method of accounting for purchases of supplies is in
accordance with GAAP, the cost of inventory on hand at the close of the year should be reported on the
balance sheet with an offsetting reserve for conformity with GAAP.
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BORCUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS — REGULATORY BASIS
YEARS ENDED DECEMBER 31, 20189 AND 2018

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES (CONT'D.)

(CH Basis of Accounting {Cont'd.}

Fixed Assals - Property and equipment purchased by the Current and the General Capital Funds are
recorded as expenditures at the time of purchase and are not capitalized. Contributions in aid of
construction are nof capitalized.

Governmental Fixed Assels — New Jersey Administrative Code 5:30-5.6 established a mandate for
fixed asset accounting by municipalities, effective December 31, 1985, which differs in certain respects
from generally accepted accounting principles, requires the inclusion of a statement of Governmental
Fixed Assets of the Borough as part of the basic financial statements. Public domain {“infrastructure”)
general fixed assets consisting of certain improvements other than buildings, such as roads, bridges,
curbs and gutters, streets and sidewalks and drainage systems are not capitalized.

No depreciation has been provided for in the financial statements.

Accounting for utility fund “fixed capital” remains unchanged under the requirements of regulation 5:30-
5.8.

Property and equipment purchased by the Sewer Utility Fund are recorded in the capital account as
cost and are adjusted for disposition and abandonment. The amounts shown do not purpert to
represent reproduction costs or current value. Contributions in aid of construction are not capitalized
the balance in the Reserve for Amortization and Deferred Reserve for Amortization accounts in the
utility capital fund represent charges to operations for the cost of acquisitions of property, equipment
and improvements. The utility does not record depreciation on fixed assets,

Grants Received — Federal and state grants, entittements or shared revenues received for purposes
normaily financed through the Current Fund are recognized when anticipated in the Borough's Budget.
GAAP requires such revenues to be recognized in the accounting period when they become susceptible
to accrual, reduced by an allowance for doubtful accounts.

Length of Service Awards Program (LOSAP)

Financial reporting standards established by the DLGS exclude the financial information relating to a
LOSAP program from the scope of the statutory audit. Accordingly, financial information relating to the
Borough's LOSAP program, a deferred income program created pursuant to Section 457 of the Internal
Revenue Code for the benefit of the members of the volunteer fire company and volunteer first aid and
rescue squad, is not reported as part of the Borough's basic financial statements. As the LOSAP Plan's
assets remain the property of the Borough until withdrawn by participants, GAAP requires that the
Plan's financial information be included in the Borough's basic financial statements. See Note 11
regarding the availability of LOSAP Plan financial information.

Disclosures About Pengion Liabilities - The Borough has included information relating to its allocated
shares of the net pension liabilities of the state sponsored, cost-sharing, multiple employer defined
benefit pension plans in which it participates in Note 7 and the accompanying required supplementary
information. As the Borough does not present entity-wide financial statements, it does not present on
the face of its financial statements its proportionate share of the net pension liability of the defined
benefit plans in which its employees are enrolled. GAAP requires the recognition of the net pension
liability and associated deferred inflows and deferred outflows of financial resources in the entity-wide
financial statements.
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BOROUGH OF SOMERVILLE
SOMERSET COLUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2018 AND 2018

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
C. Basis of Accounting (Contd. ]

Disclosures About OPEB Liabilities - With the implementation of GASB 75 for disclosure purposes, the
Borough has included information for OPEB {Postemployment Benefits Other Than Pensions) liabilities
relating to healthcare benefits provided to its retirees within the Notes to the Financial Statements and
the accompanying required supplementary information, if applicabie. As the Borough does not present
entity-wide financial statements, it does not present on the face of its financial statements its
proporiionate share of the OPEB liabiiity of the defined benefit healthcare plans in which its retirees are
enrolied. GAAP requires the recognition of the OPEB liability and associated deferred inflows and

deferred cutflows of financial resources in the entity-wide financial statements.

Disclosures About Fair Vaiue of Financial Instruments - The following methods and assumptions were
used to estimate the fair value of each class of financia! instruments for which it is practicable to
estimate that value:

Cash and cash eguivalents and shorl-lerm invesiments - The carrying amount approximates fair vaiue

because of the short maturity of those instruments.

Long-term debi - The Borough's long-term debt is stated af face value. The debt is not traded and it is
not practicable to determine its fair value without incurring excessive cost.  Additional information
pertinent to the Borough's long-term debt is provided in Note 3 to the financial statements.

Fecant Accounting Standards

GASB issued Statement No. 88 “Certain Disclosures Relate to Debt, Including Direct Borrowings and
Direct Placements” in April 2018. The primary objective of this Statement is to improve the information
that is disclosed in notes to government financial statements related to debt, including direct borrowings
and direct placements. It also clarifies which liabilities governments should include when disclosing
information related to debt The requirements of this Statement are effective for reporting periods
beginning after June 15, 2018. Earlier application is encouraged.

GASB issued Statement No. 88 “Accounting for Interest Cost Incurred before the End of a Censtruction
Period” in June 2018. The objectives of this Statement are (1) to enhance the relevance and
comparability of information about capital assets and the cost of borrowing for a reporting period and {2)
to simplify accounting for interest cost incurred before the end of a construction period. This Statement
establishes accounting requirements for interest cost incurred before the end of a construction period.
Such interest cost includes all interest that previously was accounted for in accordance with the
requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Proncuncements, which
are superseded by this Statement. The requirements of this Statement are effective for reporting
periods beginning after December 15, 2019. Earlier appiication is encouraged. The requirements of this
Statement should be applied prospectively.

(GASB issued Statement No. 80 “Majority Equity interests — an amendment of GASB Statements No. 14
and No. 61" in August 2018. The primary cbjectives of this Statement are to improve the consistency
and comparability of reporting a government’s majority equity interest in a legally separate organization
and to improve the relevance of financial statement information for certain component units. It defines a
majority equity interest and specifies that a majority equity interest in a legally separate organization
should be reported as an investment if a government's holding of the equity interest meets the definition
of an investment. A majority equity interest that meets the definition of an investment should be
measured using the equity method, unless it is held by a special-purpose government engaged only in
fiduciary activities, a fiduciary fund, or an endowment (including permanent and term endowments) or
permanent fund. Those governments and funds should measure the maijority equity interest at fair
value.
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS ~ REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONT'D.}

C. Bazis of Accounting (Cont'd.)

Recent Accounting Standards (cont'd. )

GASB issued Statement No. 91 “Conduit Debt Obligations” in May 2018. The primary objectives of this
Statement are to provide a single method of reporting conduit debt obligations by issuers and eliminate
diversity in practice associated with (1) commitments extended by issuers, (2} arrangements associated
with conduit debt obligations, and (3) refated note disclosures. This Statement achieves those
cbjectives by clarifying the existing definition of a conduit debt obligation; establishing that a conduit
debt obligation is not a liability of the issuer; establishing standards for accounting and financial
reporting of additional commitments and volurtary commitments extended by issuers and
arrangements associated with conduit debt obligations; and improving required note disclosures. The
requirements of this Statement are effective for reporting periods beginning after December 15, 2020.
Earlier application is encouraged.

The Borough deces not prepare its financial statements in accordance with generally accepted
accounting principles. The adoption of these new standards will not adversely affect the reporting on
the Borough's financial condition.

Comparative Data - Comparative data for the prior year has been presented in order to provide an
understanding of changes on the Borough's financial pesition and operations. However, comparative
data has not been presented in each of the statements since their inclusion would make the statements
unduly complex and difficult to read. Certain reclassifications have been made to the fiscal year 2018
financial statements to conform to classifications used in fiscal year 2019,
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Note 3

BORCUGH OF SOMERVILLE

SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2018 AND 2018

DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION

The Local Bond Law, Chapter 40A:2 et seq, governs the issuance of bonds fo finance

municipal capital expenditures. The Boreugh's debt is summarized as follows:

summary of Municipal Debt for Capital Projects

lssued;

General:
Bonds and Notes
S.C.LA Capital Leases
NJEIT Loans

Sewer Utility
Bonds and Notes

Net Issued

Authorized But Not lssued:

General:
Bonds and Notes
Sewer Utility
Bonds and Notes

Total Authorized But
Not Issued

Net Bonds and Notes Issued and
Authorized but not Issued

2019

2018

$ 15,665,000.00
1,477,834.94
3,826,427.91

442,000.00

$ 17,520,000.00
1.719,018.55
3,943,224.00

21,401,262.85

23,182,243.55

1,867,162.55 1,103,068.83
351,000.00 624,211.53
2,208,162.55 1,727,280.36

$ 23,60042540

$ 24,900,523.91
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Note 3:DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION {(CONT'D.)

A

BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Summary of Municipal Debt for Capital Projects (Confl'd.}

Summarized below are the Borough's individual bond and loan issues which were outstanding

at December 31, 2019 and 2018:

General Debt:

$3,360,000, County Guaranteed Governmental
Loan Revenue Bonds Series 20108 in annual installments
of $190,000 to $265,000 through Oct. 1, 2024,
interest at 3.25% to 4.00 %.

$3,640,000, County Guaranteed Governmental
Loan Revenue Bonds Series 2010C in annual installments
of $210,000 to $285,000 through Oct. 1, 2024,
interest at 5.00% to 5.25 %.

$5,340 000, General Improvement Bonds
of 2012, due in annual installments
of $400,000 to $475,000 through Sept. 15, 2026,
interest at 2.00% to 2.375%

$1,465,000, County Guaranteed Governmental

Loan Revenue Refunding Bonds Series 2010C in annual installments

of $250,000 to $295,000 through Aug. 1, 2021,
interest at 4.00 %.

$6,770,000, General Obligation Bonds
of 2018, due in annual installments
of $375,000 to $600,000 through Feb. 15, 2031,
interest at 1.500% to 3.000%
Bond Anficipation Notes - Mature 11/06/18 @ 3.00%
Bond Anticipation Notes - Mature 11/05/20 @ 1.75%

Subtotal - Serial Bond Debt and BAN's for Capital Projects
QOutstanding December 31

38

2019

$ 1,250,000.00

2]
—
o

$ 1,615,000.00

1,350,000.00 1,6356,000.00
3,000,000.00 3,395,000.00
545,000.00 840,000.00
5,785,000.00 6,145,000.00
3,990,000.00

3,715,000.00
15,655,000.00 17,620,000.00




BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATCORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 3:DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION {CONT'D.}
A Summany of Municipal Debt for Capital Projec o

Summarized below are the Borough's individual bond and loan issues which were outstanding
at December 31, 2019 and 2018:

2019 2018
Loans Outstanding;
SCIA Capital Equipment Lease - 2014 $ 39,096.71 $ 116075865
SCIA Capital Equipment Lease - 2015 59,191.92 117,180.12
SCIA Capital Equipment Lease - 2016 - Parking Lot Project 750,000.00 780,000.00
SCIA Capital Equipment Lease - 2016 - Fire Truck 629,5486.31 705,783.78
NJEIT Loan - 2018 3,826,427.91 3,943,224 .00
Subtotal - Loans Cutstanding 5,304,262 .85 5,662,243.85
Subtotal General Debt 20,958,262.85 23,182,243.55
Sewer Uty Debt
Bond Anficipation Notes - Mature 11/05/20 @ 1.75% 442,000.00

Total Cutstanding Debt $ 21,401,262 85 $ 23,182 243 55
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BOROUGH CF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 3. DEBT, DEBT SERVICE AND STATUTQRY DEBT CONDITION (CONT'D.)

B.

Summary of Stalutory Debi Condition - Annual Debt Statement

The summarized statement of debt condition which follows is prepared in accordance with the
required method of setting up the Annual Debt Statement and indicates a statutory net debt of:

2019 Gross Debt Deductions Net Debt

Local School District Debt $ 13,300,000.00 $ 13,300,000.00 $

Sewer Utility Debt 783,000.00 793,000.00 .

General Debt 22.,816,425.40 1.451,790.09 21,364 635.31
$ 36,909,425.40 $ 15,644,790.08 3 21,364,635.31

Net Debt $21,364,635.31 Divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as

amended  $1,267,900,300.00 = 1.689%

2018 Gross Debt Deductions Net Debt

Local School District Debt $14,755,000.00 $14,755,000.00 $0.00

Sewer Utility Debt 6824,211.53 624,211.53 $0.00

General Debt 24,285,312.38 1,361,070.09 $22,824,242.29
$30,664,5623.91 $16,740,281.62 $22,924,242 29

Net Debt $22,924,242 29 Divided by Equalized Valuation Basis per N.J.85.A. 40A:2-2 as
amended  $1,246,258,343.00 = 1.84%

The Borough's Borrowing Power Under N.J.S. A, 40A:2-6 as Amended, at December 31,was as follows:

2019 2018
3 1/2% of Equalized Valuation Basis Municipal $44,376,510.50 $43,618,077.01
Net Debt 21,364,835.31 22,924 242.29

Remaining Borrowing Power $23,011,875.18 $20,694,834.72
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BORQUGH OF SOMERVILLE
SCOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2018 AND 2018

Note 3: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION (CONT'D.)

B. Summary of Statutory Debt Condition - Annual Debt Statement

Caiculation of “Self-Liquidating Purpose”
Sewer Uility Per M.J.S.A 404 2-45

2019 2018
Cash Receipts From Fees, Rents or
Other Charges for the year $ 3,060,435.88 $ 3,337658.85
Deductions:
Operating and Maintenance Costs 2,905,000.00 2,576,800.00
Debt Service 44 000.00 181,516.02
Excess in Revenue 3 111,435.88 $ 579,342 .83

The difference between the excess in revenues for debt statement purposes and the excess in revenues

on a cash basis for the Sewer Utility Fund is as follows;

Excess in Revenues - Cash Basis (E-1) ] 118,472.55 $ 808,857.25

Deduct - Reserves Lapsed 7.0368.67 329614 42

Excess in Revnues per Debt Statemement $ 111,435.88 3 579,342 83

C Schedule of General Capital Annual Debt Service for Principal and interest for the
Bonded Debt [ssued and Qutstanding at December 31, 20158
Calendar General

Year Principal Interest Total
2020 $ 1,620,000.00 326,027.50 1,946,027.50
2021 1,685,000.00 277,183.75 1,872,183.76
2022 1,370,000.00 228,065.00 1,598,065.00
2023 1.385,000.00 187.633.75 1,682,633.75
2024 1,265,000.00 145,071.25 1.410,071.25
2025 925,000.00 108,456.25 1,033,456.25
2026 925,000.00 88,268.75 1,013,268.75
2027 525,000.00 87,925.00 592,625.00
2028 550,000.00 57,175.00 607,175.00
2029 570,000.00 43,837.50 613,837.50
2030 600,000.00 27,000.00 627,000.00
2031 600,000.00 9,000.00 608.000.00
Total $ 11.840.000.00 1,565,643.75 13.505,643.75
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 3: DEBT, DEBT SERVICE AND STATUTORY DEBT CONDITION {CONT'D.}

D. Loan Agrsamants

Capital Equipment and Improvement Revenue Bonds, Series 2014

The Borough entered into a capital equipment lease agreement with the Somerset County Improvement Authority - Capital
Equipment and Improvement Revenue Bonds, Series 2014 in the amount of $296,083.52 for the acquisition of 5 year
capital equipment. The lcan cbligation was due in five bi-annual installments and remaining principal payment of
$39,096.71 with an interest rate of 2.10%.

Capital Equipment and Improvement Revenue Bonds. Seres 2015

The Borough entered into a capital equipment lease agreement with the Somerset County Improvement Authority - Capital
Equipment and Improvement Revenue Bonds, Series 2015 in the amount of $229,526.03 for the acquisition of 6 year
capital equipment. The loan obligation was due in five bi-annual installments and remaining principal payments spread over
a two year pericd with amounts ranging from $29,441.39 through $29,750.53 with an interest rate of 2.10%.

Capital Equipment and Improverment Bevenus Bonds, Senes 2016

The Borough entered into a capital equipment lease agreement with the Semerset County Improvement Authority - Capital
Equipment and Improvement Revenue Bonds, Series 2016 in the amount of $830,000.00 for the Parking Lot Project. The
loan obligation was due in twenty annual installments with remaining principal payments spread over a seventeen year
period with amounts ranging from $30,000.00 through $65,000.00 and interest rates ranging from 0.91% through 2.45%.

Capital Equipment and Improvement Revenues Bonds, Seres 2016

The Borough entered into a capital equipment lease agreement with the Somerset County Improvement Authority - Capital
Equipment and improvement Revenue Bonds, Series 2016 in the amount of $808,000.00 for the Purchase of a Fire Truck
The loan obligation was due in twenty bi-annual installments and remaining principal payments spread over an gight year
pericd with amounts ranging from $37,066.82 through $38,763.18 with an interest rate 2.25%.

The SCIA Loans above have been included in the calculation of the Borough's statutory debt condition
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS — REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 4. FUND BALANCES APPROPRIATED

Fund bhalances at December 31, 2019 and 2018 were appropriated and included as anticipated revenue
in their own respective funds for the year ending December 31, 2019 and 20118 as follows:

Fund Balance Utilized in
December 31, 2018 Succeeding Budget
Current Fund $0,645,804.11 $4,340,000.00
Sewer Wility Fund 1,654,081.78 137,000.00
Parking Utility Fund 851,294.16 175,000.00
Fund Balance Utilized in
December 31, 2018 Succeeding Budget
Current Fund $7,896,304.75 $1,850,000.00
Sewer Utility Fund 1,700,609.22 165,000.00
Parking Utility Fund 532,071.97 None

Note 5: DEPOSITS AND INVESTMENTS

The Borough considers change funds, cash in banks and certificates of deposit as cash and cash
equivalents.

Deposils

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey, which are
insured by the Federal Deposit Insurance Corporation (FDIC) or by any other agencies of the United
States that insures deposits or the State of New Jersey Cash Management Fund. New Jersey statutes
require public depositories to maintain collateral for deposit of public funds that exceed insurance limits
to protect deposits from loss under the provisions of the Governmental Unit Deposit Protection Act
{("GUDPA"}. GUDPA was enacted in 1870 to protect Governmental Units from a loss of funds on
deposit with a failed banking institution in New Jersey.

N.JS.A 17:5-41 et seq. establishes the requirements for the security of deposits of governmental
units. The statute requires that no governmental unit shall deposit public funds in a public depository
unless such funds are secured in accordance with the Act. Public depositories include Savings and
Loan institutions, banks (both state and naticnat banks) and savings banks the deposits of which are
federaily insured. All public depositories must pledge collateral, having a market value at least equal to
five (5) percent of the average daily balance of collected public funds; or if the public funds deposited
exceed 75 percent of the capital funds of the depository, the depository must provide collateral having a
market vaiue equal to 100 percent of the amount exceeding 75 percent, to secure the deposits of
governmental units.

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan Bank Board or
a banking institution that is a member of the Federal Reserve System and has capital funds of not less
that $25,000,000. If a public depository fails, the collateral it has pledged, plus the collateral of all other
public depositories, is available to pay the full amount of their deposits to the Governmental Units.

At December 31, 2019 and 2018, the book value of the Borough's deposits were $21,874,550.49 and
$18,325,828.57 and the bank balances of the Borough's cash and deposits amounted to
$21,926,936.20 and $18,569,724.60, respectively Of the bank balance, during 2019 and 2018,
$407,85027 and $408,177.80 was FDIC insured and $21,519,085.83 and $18,151,546 .80 were
GUDPA insured.
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Note 5.  DEPOSITS AND INVESTMENTS (CONT'D.)

Deposits {Cont'd. )

At December 31, 2019, the Borough has implemented the disclosure requirements of Governmental
Accounting Standards Board Staternent No. 40 "Deposits and Investment Risk Disclosures” (GASB 40)
and accordingly the Borough has assessed the Custodial Risk, the Concentration of Credit Risk and
Interest Rate Risk of its cash and investments.,

{a@) Custodial Credit Risk ~ The Borough's deposits are exposed to custodial credit risk if they
are not covered by depository insurance and the deposits are; uncollateralized,
collateralized with securities held by the pledging financial institution, or collateralized with
securities held by the pledging financial institution’s trust department or agent but no in
the depositer-governments name. The deposit risk is that, in the event of the failure of a
depository financial institution, the Borough will not be able to recover deposits or will not
be able to recover collateral securities that are in possession of an outside party. The
Borough's investment securities are exposed to custodial credit risk if the securities are
uninsured, are not registered in the name of the Borough and are held by either: the
counterparty or the counterparty's trust department or agent but not in the Borough's
name. The investment risk is that, in the event of the failure of the counterparty to a
transaction, the Borough will not be able to recover the value of the investment or
collateral securities that in possession of an outside party.

(b} Concentration of Credit Risk — This is the risk associated with the amount of investments
that Borough has with any one issuer that exceeds 5 percent or more of its total
investments. [nvestment issued or explicitly guaranteed by the U.8. government and
investments in mutual funds, external investment pools, and other pooled investments
are excluded from this requirement.

(c) Credit Risk —~ GASB 40 requires that disclosure be made as to the credit rating of all debt
security investments except for obligations of the U.S. government or obligations explicitly
guaranteed by the U.8. government. This is the risk that an issuer or other counterparty
to an investment will not fulfill its obligations. in general, the Borough does not have an
investment policy regarding Credit Risk except to the extent outlined under the Borough's
investment policy. The New Jersey Cash Management Fund is not rated.

{d} Interest Rate Risk - This is the risk that changes in interest rates will adversely affect the
fair value of an investment. The Borough does not have a formal policy that limits
investment maturities as a means of managing its exposure to fair value losses arising
from interest rate fluctuations.

As of December 31, 2019, based upon the insured balances provided by the FDIC and NJGUDPA
coverage, no amounts of the Borough’s bank balances were considered exposed to custodial credit
risk. [n addition, based upon the existing deposit and investment practices, the Borough is generally not

exposed to credit risks, concentration of credit risks and interest rate risks for its investments nor is it
exposed to foreign currency risks for its deposits and investments

Investments
New Jersey statutes permit the Borough to purchase the following types of securities:

1. Bonds or other obligations of the United States of America or obligations guaranteed by the United
States;
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Note 6.  DEPOSITS AND INVESTMENTS (CONTD.)

Investiments (Conf'd,)

2.
3.

Government money market mutual funds;

Any obligation that a federal agency or a federal instrumentality has issued in accordance with an
act of Congress, which security has a maturity date not greater than 387 days from the date of
purchase, provided such obligation bear a fixed rate of interest not dependent on any index or other
external factor;

Bonds or other obligations of the local unit or bonds or other obligations of school districts of which
the lacal unit is a part or within which the school district is located;

Bonds or other obligations, having a maturity date of not more than 397 days from the date of
purchase, approved by the Division of Investment in the Department of the Treasury for investment
by local units;

Local government investment pools;

Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1
of P.L. 1987, ¢. 281 (C.52:18A-90.4}; or

Agreements for the repurchase of fuily collateralized securities, if;

a. the underlying securities are permitted investments pursuant to paragraphs (1) and {3},

b. the custody of collateral is transferred to a third party;

¢. the maturity of the agreement is not more than 30 days;

d. the underlying securities are purchased through a public depository as defined in section 1 of

P.L. 1970, ¢ 236 (C.19:9-41} and for which a master repurchase agreement providing for the
custody and security of collateral is executed.

Investments generaily are shown by type, carrying amount, market value and level of risk assumed in
the holding of the various securities, where applicable. At year-end, the Borough maintained its invested
funds in various money market and sweep accounts included in the above categorization of the
Borough's deposits.

2018 2018
Cash & Cash Equivalents: Amount Amount
Change Fund $450.00 $450.00
Demand Accounts 21,874,100,.49 18.325.378.57
Total Cash & Cash Equivalents $21.874,550. 49 $18,3256,828.67
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BOROUGH OF SOMERVILLE
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NOTES TO FINANCIAL STATEMENTS — REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note &: ASSESSMENT AND COLLECTION OF PROPERTY TAXES

New Jersey statutes require that taxable valuation of real property be prepared by the Borough Tax
Assessor as of October 1 in each year and filed with the County Board of Taxation by January 10 of the
following year. Upon the filing of certified adopted budgets by the Borough, Local School District and
County the tax rate is struck by the board based on the certified amounts in each of the taxing districts
for collection to fund the budgets. Pursuant to statute, this process is to be completed on or before May
3, with a completed duplicate of the tax roils to be delivered to the Borough Tax Collecter on or before
May 13th.

Tax bills are prepared and mailed by the Collector of Taxes of the Borough annually and set forth the
finat tax for the tax year. The bill contains a credit for preliminary amounts billed previcusly with the
balance payable in equal installments on August 15 and November 1st of the tax year. In addition, the
property owner receives a preliminary bill for the succeeding year based on one half of the prior year's
tax. The preliminary payments are due and payable on February 1st and May 1st. The New Jersey
Statutes aliow a grace period of 10 days for each payment period and the Borough granted this option
to taxpayers. Taxes become delinquent if not paid on the installment dates and become subject to
interest penalties of 8% to 18% of the amount delinquent, and if a delinquency {including interest) is in
excess of $10,000.00 and remains in arrears after December 31, an additional flat penalty of 6% may
be charged against the delinquency. If taxes are delinquent on or after April 1st of the succeeding year,
the delinquent amount is subject to "Tax Sale” which places a tax lien on the property allowing the
holder to enforce the tax lien by collection or foreclosure. New Jersey property tax laws establish a tax
lien on real estate as of January 1st of the current tax year even though the amount due is not known.

Note 7. PENSION PLANS

Description of Plans - The State of New Jersey, Division of Pension and Benefits (the Division) was
created and exists pursuant to N.J.S.A. 52:18A to oversee and administer the pension trust and other
postemployment benefit plans sponsored by the State of New Jersey (the State). According to the
State of New Jersey Administrative Code, all obiigations of the Systems will be assumed by the State of
New Jersey should the plans terminate. Each defined benefit pension plan’s designated purpose is to
provide retirement, death and disability benefits to its members. The authority to amend the provision of
plan rests with new legislation passed by the State of New Jersey. Pension reforms enacted pursuant
to Chapter 78, P.L. 2011 included provisions creating special Pension Plan Design Committees for the
Public Employees Retirement System (PERS) and the Police and Firemen's Retirement System
(PFRS), once a Target Funded Ratio (TFR} is met, that will have the discretionary authority to modify
certain plan design features, including member contribution rate; formula for calculation of final
compensation or finai salary; fraction used to caiculate a retirement allowance; age at which a member
may be efigible and the benefits for service or early retirement; and benefits provided for disability
refirement. The committee will also have the authority to reactivate the cost of living adjustment
{COLA) on pensions. However, modifications can only be made to the extent that the resulting impact
does not cause the funded ratic to drop below the TFR in any one year of a projection period. The
Division issues a publicly available financial report that includes the financial statements and required
suppiementary information for each of the plans. This report may be accessed via the Division of
Pensions and Benefits website, at www, siate n| us/ireasury/pensions, or may be obtained by writing to

the Division of Pensions and Benefits, PO Box 285, Trenton, New Jersey, 08625.

A, Publie Employees’ Retirement System (PERS) - The Public Employee Retirement System is a cost-
sharing, muitiple employer defined benefit pension plan as defined in GASB Statement No. 68. The
Plan is administered by The New Jersey Division of Pensions and Benefits (Division). The more
significant aspects of the PERS Plan are as follows:
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Note 7. PENSION PLANS (CONT'D.}

A, Public Employeas’ Refirement System (PERS) (Cont'd. )

Fian Membership and Conltributing Employers- Substantially all full-time employees of the State of New
Jersey or any county, municipality, school district or public agency are enrolled in PERS, provided the
employee is not required o be a member of ancther state-administered retirement system or other
state pension fund or local jurisdiction's pension fund. Membership and contributing employers of the
defined benefit pension plans consisted of the following at June 30, 2019 and 2018:

2019 2018
Inactive plan members or beneficiaries currently receiving benefits 178,748 174,904
Inactive plan members entitled to but not yet receiving benefits 809 589
Active plan members 252,598 254 7HO
Total 431,855 430,273
Contributing Empioyers 1,687 1,708
Contributing Nongemployers - 1 -

Significant Legisfation — Chapter 18, P.L. 2009, effective March 17, 2008, provided an option for local
empioyers of PERS to contribute 50% of the normal and accrued liability contribution amounts certified
for payments due in State fiscal year 2009. Such an employer will be credited with the full payment and
any such amounts will not be included in their unfunded liability. The actuaries will determine the
unfunded liability of PERS, by employer, for the reduced normal and accrued liability contributions
provided under this law. This unfunded liability is paid by the employer in level annual payments over a
period of 15 years beginning with the payments due in the fiscal year ended June 30, 2012 and will be
adjusted by the rate of return on the actuarial value of assets.

Pursuant to the provision of, P.L. 2011, Chapter 78, COLA increases were suspended for all current
and future retirees of PERS.

Payrolls and Covered Wages - For the year ended December 31, 2019 and 2018 the Borough's total
payroll for all employees was $6,621,255 and $6,428,028, respectively. Total PERS covered payroll was
$2,057,662 and $1,016,918, respectively. Covered payroll refers to all compensation paid by the
Borough to active employees covered by the Plan.

Specific Contribution Requirements and benefit provisions — The contribution policy is set by N.J.S.A.
43:15A and requires contributions by active members and contributing employers. Pursuant to the
provisions of P.L. 2011, C. 78, the active member contribution rate increased from 5.5% of annual
compensation to 6.5% plus an additional 1% phased-in over 7 years beginning in July 2012. The
member contribution rate was 7.34% in State fiscal year 2018 and 7.50% for State fiscal year 2019,
commencing July 1, 2018. The most recent increase completed the phase-in referred to above.
Empioyers’ contributions are based on an actuarially determined amount, which includes the normal
cost and unfunded accrued lability. The annual employer contributions include funding for basic
retirement allowances and noncontributory death benefits. .The Borough's cash basis contributions to
the Plan for the years ended December 31, 2019 and 2018 were $297,562 and $296,371, respectively.
Borough Contributions are due and payable on April 1% in the second fiscal period subsequent to plan
year for which the contribution requirements were calculated. Borough payments to PERS for the years
ending December 31, 2019 and 2018 consisted of the following:
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Note 7. PENSION PLANS (CONT'D.)

A Public Employees” Retirement System (PERS) (Conf'd,)

2019 2018
Normal Cost %34 310 $ 35,748
Amortization of Accrued Liability 27 781 222 598
Total Pension 262,071 258,344
NCGI Premiums 12,484 13,238
Total Regular Billing 274,655 271,882
LTD Expense 999 2,803
Additional Billings:
Ch. 18, P.L. 2009 22,008 218
Total PERS Payment $ 297 562 $ 296,371

Ch. 19, P.L. 2009 billings reflect the recoupment of the 50% deferral of normal and accrued liability
costs due on April 1, 2009. The law set a fifteen-year repayment schedule for the deferred amount, with
additional annual adjustments to reflect the return on investment of actuarial net assets of the plan on
deferred principal balances.

The Borough recognizes liabilities to PERS and records expenditures for same in the fiscal period that
bills become due.

The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides retirement, death and
disability benefits. All benefits vest after ten years of service.

The following represents the membership tiers for PERS:
Tier Definition

Members who were enrolled prior to July 1, 2007.

Members who were eligible to enrofl on or after July 1, 2007 and prior to November 2, 2008
Members who were eligible on or after November 2, 2008 and prior to May 22, 2010
Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
Members who were eligible to enroll on or after June 28, 2011

L6 I N % 15N P

Service retirement benefits of 1/55th of final average salary for each year of service credit is available to
tiers 1 and 2 members upon reaching age 80 and to tier 3 members upon reaching age 62. Service
retirement benefits of 1/60th of final average satary for each year of service credit is available fo tier 4
members upon reaching age 62 and tier 5 members upon reaching age 65. Early retirement benefits
are available to tiers 1 and 2 members before reaching age 80, tiers 3 and 4 with 25 or more years of
service credit before age 62, and tier 5 with 30 or more years of service credit before age 65. Benefits
are reduced by a fraction of a percent for each month that a member retires prior to the age at which a
member can receive full early retirement benefits in accordance with their respective tier. Tier 1
members can receive an unreduced benefit from age 55 to age 80 if they have at least 25 years of
service. Deferred retirement is available t¢ members who have at feast 10 years of service credit and
have not reached the service refirement age for the respective tier.
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Note 7. PENSION PLANS (CONT'D.}

#, Public Emplovess’ Retirement Systam (FERS) (Conf'd.)

Pension Liabilities, Pension Expense, Deferred Quiflows of Resources, and Deferred Infiows of
Resources Related to Pensions — The regulatory basis of accounting which is basis for the preparation
of the Borough's basic financial statements does not require or permit the inclusion of entity-wide, fuli
accrual basis financial statements. Accordingly, the Borough does not recognize pension liabilities for
any current or prior period unti! the fiscal period in which such payments will become due and payable.

At June 30, 2019, the PERS reportad a net pension liability of $18,018,482,972 for its Non-State, Non-
Special Funding Siuation Employer Member Group. The Borough's proportionate share of the net
pension liability for the Non-State Employer Group that is attributable to the Borough was $4,750,558 or
.026364919%. At June 30, 2018, the PERS reported a net pension liability of $190,689,501,538 for its
Non-State Employer Member Group. The proportionate share of the State of New Jersey's net pension
liability for the Non-State Employer Member Group that is atiributable to the Borough was $5,434,781 or
.02760243%.

Actuarial Assumptions- The collective iotal pension liability for the June 30, 201¢ measurement date
was determined by an actuarial valuation as of July 1, 2018, which was rolled forward t¢ June 30, 2018
This actuarial valuation used the following actuarial assumptions:

Inflation rate:

Price 2.25%

Wage 3.25%
Salary Increases 2.00-6.00%

Through 2026 Based on years of service
Thereafter 3.00-7.00%

Based on years of service
Investment rate of return 7.00%

Pre-retirement mortality rates were based on the Pub-2010 General Below-Median Income Employee
mortality table with an 82 2% adjustment for males and a 101.4% adjustment for females, and with
future improvement from the base year of 2010 on a generational basis. Post-retirement mortality rates
were based on Pub-2010 General Below-Median Income Employee mortality table with a 91.4%
adjustment for males and a $8.7% adjustment for females, and with future improvement from the base
year of 2010 on a generational basis. Disability retirement rates used to value disabled retirees were
based on the Pub-2010 Non-Safety Disabled Retiree mortality table with a 127.7% adjustment for males
and a 117.2% adjustment for females, and with future improvement from the base year of 2010 on a
generational basis. Mortality improvement is based on Scale MP-2019.

The actuarial assumptions used in the July 1, 2018 valuation were based on the results of an actuarial
experience study for the period July 1, 2014 to June 30, 2018.

In accordance with State statute, the long-term expected rate of return on plan investments (7% at June
30, 20189) is determined by the State Treasurer, after consultation with the Directors of the Division of
Investment and Division of Pensions and Benefits, the board of trustees and the actuaries. The long-
term expected rate of return was determined using a building block method in which best-estimate
ranges of expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of return by
the target asset allocation percentage and by adding expected inflation.
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Note 7. PENSION PLANS (CONTD.)

A, Public Emplovess’ Retirement System (PERS) (Caont'd.)

Best estimates of arithmetic rates of return for each major asset class included in PERS's target asset
aliocation as of June 30, 2019 are summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Relurn

Risk Mitigation Strategies 3.00% 4867%
Cash Equivalents 5.00% 2.00%
U.8. Treasuries 5.00% 2.68%
Investment Grade Credit 10.00% 4.25%
High Yield 2.00% 5.37%
Private Credit 6.00% 7.92%
Real Assets 2.50% 9.31%
Real Estate 7.50% 8.33%
U.S. Equity 28.00% B.26%
Non-U.S. Developed Markets Equity 12.50% 9.00%
Emerging Markets Equity 6.50% 11.37%
Private Equity 12.00% 10.85%

100.00%

Discount Rate — The discount rate used to measure the total pension liabilities of PERS was 6.28% as
of June 30, 2018. This single blended discount rate was based on the long-term expected rate of return
on pension plan investments of 7.00% and a municipal bond rate of 3.50% as of June 30, 2018 based
on the Bond Buyer Go 20-Bond Municipal Bond Index, which includes tax-exempt general obligation
municipal bonds with an average rating of AA/Aa or higher. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members will be made at the current
member contribution rates and that contributions from employers will be based on 70% of the actuarially
determined contributions for the State employer and 100% of actuarially determined contributions for
the local employers. Based on those assumptions, the plan's fiduciary net position was projected to be
available to make projected future benefit payments of current plan members through 2057. Therefore,
the long-term expected rate of return on plan investments was applied to projected benefit payments
through 2057 and the municipal bond rate was applied to projected benefit payments after that date in
determining the total pension liability.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate — The following
presents the collective net pension liability of the participating employers as of June 30, 2019,
calculated using the discount rate as disclosed above as well as what the collective net pension liability
would be if it was calculated using a discount rate that is 1-percentage point lower or 1-percentage-point
higher than the current rate:

At 1% Decrease At current discount rate At 1% increase

(5285 [B.28%)" (7.28%)
State $26,475,719,181 $23,012,420,340  $20,102,167,445
Local 22 818,608 260 18,143 832 135 14 120,406 763
PERS Plan Total 549,304,327 441 $41,186.252.475 $34,222.574,208
Borough's proportionate share
of the net pension liability $6,000.424 $4,750.558 $3.6089.785

*. Local Share includes $125,349,163 of Special Funding Situation allocated to the State of NJ as a
non-employer. 50
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Note 7. PENSICN PLANS (CONT'D.)

&, Public Employess’ Retirement System (PERS) (Conf'd.)

Components of Net Pension Liability — The components of the collective net pension liability for PERS,

including the State of New Jersey, at June 30, 2018 s as follows:

State Local
Total Pension Liability $29,512,766,255 $41,491 463,888
Plan Fid. Net Position B 500, 345 915 23347631, 751
Net PERS Pension Liability 223,012 420,340 318,143,832, 135

Total

$71,004,230,141
28,847 977 666

$41,166,262 475

At December 31, 2018, the Borough's deferred outfiow of resources and deferred inflow of resources

related to PERS were from the following sources, if GASB 68 was recognized:

Deferred Outflows

Deferred Inflows

Of Resources Of Resources

Difference between expended and actual experience $85,266 $20,986
Change in assumptions 474,361 1,648,904
Net difference between projected and actual earnings

On pension plan investments 74,989
Changes in propertion and differences between Borough

Contributions and proportionate share of contributions 336,636 676,811
Borough contributions subsequent to the

measurement date 297.562 -
Total 1,193,825 $2.421,790

Collective Deferred Qutflows of Resources and Deferred Inflows of Resources — $287,562 is reflected
above as deferred outflows of resources related to pensions resulting from Borough contributions
subsequent to the measurement date. Other amounts reported as deferred outflows of resources and
deferred inflows of resources (excluding employer specific amounts) related to pensions will be

recognized in pension expense as follows:

Year ending Amount

2019 {$300,349)
2020 (460,939)
2021 (454,270}
2022 {280,934)
2023 (29,035)

Total ($1.526,527)

Additional Information

Collective balances at June 30, 2019

Collective deferred cutfiows of resources $3,148,522,616
Collective deferred inflows of resources 7,845,087 674
Collective net pension liability — Local group 18,143,832,135

Borough's Proportion 0.026364818%

51



BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS - REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2018 AND 2018

Note 7. PENSION PLANS {CONT'D.)

A Pubbc Employess” Batirament System (PERS) {(Cont'd. )

Collective Local Group pension expense for the Local Group for the measurement period ended June
30, 2018 and 2018 was $974,471,686 and $1,098,708,157, respectively. The average of the expected
remaining service lives of all plan members is 5.21, §.63, 548, 557, .72 and 6.44 years for 2019,
2018, 2017, 2016, 2015 and 2014, respectively.

Siate Confribution Payable Dates

State Contribution Payable Dates

Chapter 83, P.L. 2016 requires the State to make pension contributions on a quarterly basis: at least
25% by September 30, at least 50% by December 31, at least 75% by March 31, and at least 100% by
June 30. As such, contributions are assumed to be made on a quarterly basis with the first contribution
15 months after the associated valuation date.

Local employer's contributions are expected to be paid on April 1%, 21 months after the associated
valuation date.

Receivable Contributions

The Fiduciary Net Position (FNP}, includes Local employers’ contributions receivable as reported in the
financial statements provided by the Division of Pensions and Benefits. In defermining the discount
rate, the FNP at the beginning of each year does not reflect receivable contributions as those amounts
are not available at the beginning of the year to pay benefits. The receivable contributions for the
years ended June 30, 2019 and June 30, 2018 are $1,038,892,124 and $1,073,054,740, respectively.

B. Police and Firemen's Relirement System (PERS)

The Poiice and Firemen's Retirement System is a cost-sharing, multiple employer defined benefit
pension plan as defined in GASB Statement No. 68. The Plan is administered by The New Jersey
Division of Pensions and Benefits (Division). The more significant aspects of the PFRS Plan are as
follows:

Plan Membership and Contributing Employers- Substantially all full-time county and municipal police or
firemen and state firemen or officer employees with police powers appointed after June 30, 1844 are
enrolled in PFRS. Membership and contributing employers of the defined benefit pension plans
consisted of the following at June 30, 2019 and 2018:

2018 2018
Inactive plan members or beneficiaries currently receiving benefits 44,567 43,755
Inactive plan members entitled to but not yet receiving benefits 42 39
Active plan members 42,285 41,817
Total 86,904 85311
Contributing Employers — 584 586
Contributing Nonemployers - 1 -

Significant Legislation - Pursuant to the provision of Chapter 78, P.L. 2011, COLA increases were

suspended for all current and future retirees of PFRS.
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Note 7. PENSION PLANS (CONT'D.}

B, Police and Firemen's Retirement System (PERS) (contd):

The State Legislature adopted L. 2018, ¢. 55 in July 20118, which transferred management of PFRS
from the New Jersey Department of Treasury, Division of Pensions and Benefits to a newly constituted
twelve-member PFRS Board of Trustees. The new PFRS Board, which was established in February
2019 per the legislation, has more power and authority as compared to the former PFRS Board of
Trustees. In addition to overseeing the management of PFRS, the new PFRS Board will also have the
authority to direct investment decisions, to adjust current benefit levels and to change member and
employer contribution rates. With regard {o changes in current benefit provisions, such changes can
only be made with the approval of a supermajority of eight (8) of the twelve {12} members of the new
PFRS Board. Also, benefit enhancement can only be made if an independent actuary certifies that the
benefit enhancements will not jeopardize the fong-term viability of PFRS. Under prior law, benefit
enhancements, including the reinstatement of COLA for retirees, could only be considered when the
funded level of the pension fund reaches 80%. An actuarial certification was also required that the
funded levels would remain at or above 80% over a 30-year period following the benefit enhancement.

In accordance with L. 2018, c. 88, the new PFRS Board will also have the authority to formulate
investment policies and direct the investment activities of the PFRS. The PFRS Board has proposed
regulations for adoption governing the methods, practices, and procedures for investment or
reinvestments of money of PFRS.

For the year ended December 31, 2018 and 2018 the Borgugh's totat payroll for all employees was
$6,621,258 and $6,428,028, respectively. Total PFRS covered payroll was $3,5667,353 and $3,403,842,
respectively. Covered payroli refers to all compensation paid by the Borough to active employees
covered by the Plan.

Specific Contribution Requirements and benefit provisions — The contribution policy is set by N.J.S.A
43.16A and requires contributions by active members and contributing employers. Pursuant to the
provisions of Chapter 78, P.L. 2011, the active member contribution rate was 10% in State fiscal year
2019. Employers' contributions are based on an actuariaily determined amocunt, which includes the
normal cost and unfunded accrued liability. The annual employer contributions include funding for basic
retirement allowances and noncontributory death benefits. The Borough's cash basis contributions to
the Plan for the years ended December 31, 2018 and 2018 were $1,012,185 and 3$936,053,
respectively. Borough Contributions are due and payable on April 1% in the second fiscal period
subsequent o plan year for which the contribution requirements were calculated. Borough payments to
PFRS for the years ending December 31, 2019 and 2018 consisted of the following:

2018 2018

Normal Cost $ 304,051 $ 277,902
Amortization of Accrued Liability 627 865 578710
Total Pension 831,916 856,702
NCGI Premiums 36,798 38,074
Total Regular Billing 068,714 895776
Additional Billings:

Ch. 18, P.L. 2008 43,471 43,277
Total PFRS Payment $ 1012185 $ 936,083

The vesting and benefit provisions are set by N.J.S.A. 43:16A. PFRS provides retirement as well as
death and disability benefits. All benefits vest after ten years of service, except disability benefits, which
vest after four years of service.
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Note 7. PENSION PLANS {CONT'D.}

B. Police and Firemen's Retiremeant Sysiem (PFRS) (cont'd):

The following represents the membership tiers for PFRS:

Tier Definition

1 Members whoe were enrolled prior to May 22, 2010

2 Members who were eligible to enroll on or after May 22, 2010 and prior 1o June 28, 2011
3 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits are available at age 55 and are generally determined to be 2% of final
compensation for each year of creditable service, as defined, up to 30 years plus 1% for each year of
service in excess of 30 years. Members may seek special retirement after achieving 25 years of
creditable service, in which benefits would equal 65% (tiers 1 and 2 members) and 60% ({tier 3
members} of final compensation plus 1% for each year of creditable service over 25 years, but not to
exceed 30 years. Members may elect deferred retirement benefits after achieving ten years of service,
in which case benefits would begin at age 55 equal to 2% of final compensation for each year of
service.

Pension Liabilities, Pension Expense, Deferred Qutflows of Resources, and Deferred Inflows of
Resources Related to Pensions — The regulatory basis of accounting which is basis for the preparation
of the Borough's basic financial statements does not require or permit the inclusion of entity-wide, full
accruat basis financial statements. Accordingly, the Borough does not recognize pension liabilities for
any current or prior period until fiscal period in which such payments will become due and payable.

At June 3¢, 2019, the PFRS reported a net pension liabilily of $12,237,818,793 for its Non-State, Non-
Special Funding Situation Employer Member Group. The Borough's proportionate share of the net
pension liability for the Non-State, Non-Special Funding Situation Employer Member Group was
$12,496,280 or 0.1021119870%. At June 30, 2018, the PFRS reported a net pension liability of
$13,531,6848,591 for its Non-State, Non-Special Funding Situation Employer Member Group. The
Borough's proportionate of the net pension liability for the Non-State Non-Special Funding Situation
Employer Member Group was $13,408,002 or 0.0990862418%.

Actuarial Assumptions- The collective total pension liability for the June 30, 2019 measurement date
was determined by an actuarial valuation as of July 1, 2018, which was rolled forward to June 30, 2019.
This actuarial valuation used the following actuarial assumptions:

Inflation rate:
Price 2.75%
Wage 3.25%

Salary Increases:
Through all future years 3.25-15.25%
Based on years of service

Investment rate of return 7.00%

Pre-retirement mortality rates were based on the Pub-2010 Safety Employee mortality table with a
105.6% adjustment for males and a 102.5% adjustment for females, with future improvement from the
base year of 20110 on a generational basis. Post-retirement mortalily rates were based on Pub-2010
Safety Retiree Below-Median income Weighted mortality table with a 96.7% adjustment for males and a
96 0% adjustment for females, with future improvement from the base year of 2010 on a generational
hasis. For beneficiaries {contingent annuitants}, the Pub-2010 General Retiree Below-Median [ncome
Weighted mortality table was used, unadjusted, and with future improvement from the base year of
2010 on a generational basis.
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B. Police and Firemen's Retirement System (PFRS) (cont'd)

Disability rates were based on the Pub-2010 Safety Disabled Retiree mortality table with a 152.0%
adjustment for males and a 109.3% adjustment for females, and with future improvement from the base
year of 2010 on a generational basis. Mortality improvement is based on Scale MP-2018.

The actuarial assumptions used in the July 1, 2018 valuation were based on the results of an actuarial
axperience study for the period July 1, 2013 to June 30, 2018.

In accordance with State statute, the long-term expected rate of return on plan investments (7.00% at
June 30, 2019) is determined by the State Treasurer, after consultation with the Directors of the Division
of Investment and Division of Pensions and Benefits, the board of trustees and the actuaries. The long-
term expected rate of return was determined using a building block method in which best-estimate
ranges of expected future real rates of return {expected returns, net of pension plan investment
expense and inflation} are developed for each major asset class. These ranges are ¢ombined to
produce the long-term expected rate of return by weighting the expected future real rates of return by
the target asset allocation percentage and by adding expected inflation.

Best estimates of arithmetic rates of return for each major asset class included in PFRS'’s target asset
allocation as of June 30, 2019 are summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Risk Mitigation Strategies 3.00% 467%
Cash Equivalents 5.00% 2.00%
U.S. Treasuries 5.00% 2.68%
Investment Grade Credit 10.00% 4.25%
High Yieid 2.00% 537%
Private Credit 6.00% 7.92%
Real Assets 2.50% 8.31%
Real Estate 7.50% 8.33%
U.S. Equity 28.00% 8.26%
Non-U.S. Developed Markets Equity 12.50% 9.00%
Emerging Markets Equity 6.50% 11.37%
Private Equity 12.00% 10.85%

100.00%

Discount Rate - The discount rate used to measure the total pension liability was 6.86% as of June 30,
2018. This single blended discount rate was based on the long-term expected rate of return on pension
plan investments of 7.00% and a municipal bond rate of 3.50% as of June 30, 2019 based on the Bond
Buyer Go 20-Bond Municipal Bond Index, which includes tax-exempt general obligation municipal
bonds with an average rating of AA/Aa or higher. The projection of cash flows used to determine the
discount rate assumed that contributions from plan members will be made at the current member
contribution rates and that contributions from employers and the nonemployer contributing entity will be
based on 70% of the actuariaily determined contributions for the State employer and 100% of actuarially
determined contributions for the local employers. Based on those assumptions, the plan’s fiduciary net
position was projected to be available to make projected future benefit payments of current plan
members through 2076, Therefore, the long-term expected rate of return on plan investments was
applied to projected benefit payments through 2076 and the municipal bond rate was applied to
projected benefit payments after that date in determining the total pension liability.
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Note 7. PENSION PLANS (CONT'D.)

B. Police and Fireren's Retirament System (PFRS] (cont'd)

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate — The following
presents the collective net pension liability of the participating employers as of June 30, 2019,
calculated using the discount rate as disclosed above as well as what the collective net pension liability
would be if it was calculated using a discount rate that is 1-percentage point lower or 1-percentage-point
higher than the current rate:

At 1% Decrease At current discount rate At 1% increase

{5.85%) {6.85%)° (7.B5%)
State $4,914,378,549 $ 4,201,687,763 $ 3,612,283,083
Locat 19,152,938, 066 14.170,193,618 10,045 254 662
PFRS Plan Total $24.067 316,615 $18.371.881.381 $13.658,837.725

Borough's proportionate share

of the net pension liability $17.584 259 $12,496,280 §6,285,244

*- Local Share includes $1,932,374,825 of Special Funding Situation allocated to the State of NJ as a
non-employer.

Components of Net Pension Liabifity — The components of the net pension liability for PFRS, including
the State of New Jersey, at June 30, 2019 is as follows:

State Local Total
Total Pension Liability $ 5,682,770,577 $40,481,531,749 $46,164,302,326
Plan Fiduciary Net Position 1481.0682 814 25.311,338.131 27,792 420,945
Net PFRS Pension Liability §4.201,687.763 #214,170,183.618 218.371.881,381

At December 31, 2018, the Borough's deferred outflow of resources and deferred inflow of resources
related to PFRS were from the following sources, if GASB 68 was recognized:

Deferred Outflows  Deferred Inflows

Of Resources Of Resources

Difference between expended and actual experience $105,485 $79,116
Change in assumptions 428,191 4,038,683
Net difference between projected and actua! earnings

On pension plan investments 169,321
Changes in propertion and differences between Borough

Contributions and proportionate share of contributions 612,048 217,680
Borough contributions subsequent to the

measurement date 1,012 185 .

Total $2 157,810 $4,504,800
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Note 7. PENSION PLANS {CONT'D.)
B. Pelice and Firemen's Retirgment System (PFRS) (cont'd);

Collective Deferred Qutflows of Resources and Deferred inflows of Resources — $1,012,185 is reflected
above as deferred outflows of resources related to pensions resulting from Borough contributions
subsequent to the measurement date. Amounts reported as deferred outflows of resources and
deferred inflows of resources (excluding employer specific amounts) related to pensions will be
recognized in pension expense as follows:

Year ending Amount
2020 ($578,915)
2021 (1,241,458)
2022 {887,846)
2023 (443,482)
2024 (207.374)

Total ${3.368,076)

Additional Information

Collective balances at June 30, 2019

Collective deferred outfiows of resources $1,198,936,924
Collective deferred inflows of resources 4.874,748,912
Collective net pension liability — Local group 14,170,193,818
Borough's Proportion 0.102111987%

Collective pension expense for the Local Group for the measurement pericd ended June 30, 2019 and
2018 is $1,325,963,796, and $1,270,762,352, respectively. The average of the expected remaining
service lives of all plan members is 5.92, 5.73, 5.59, 5.58, and 5.53 years for 2019, 2018, 2017, 20186,
and 2015, respectively.

State Contribution Payable Dates

Chapter 83, P.L. 2016 requires the State {o make pension contributions on a quarterly basis: at least
25% by September 30, at least 50% by December 31, at least 75% by March 31, and at least 100% by
June 30. As such, contributions are assumed to be made on a quarterly basis.

Local empleyer's contributions are expected to be paid on April 1%, 21 months after the associated
valuation date.

Receivable Contributions

The Fiduciary Net Position (FNP) includes Loca! employers’ contributions receivable as reported in the
financial statements provided by the Division of Pensions and Benefits. In determining the discount
rate, the FNP at the beginning of each year does not reflect receivabie contributions as those amounts
are not available at the beginning of the year o pay benefits. The receivable contributions for the years
ended June 30, 2019 and June 30, 2018 are $1,105,874,849 and $1,089,730,202, respectively.
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Note 7. PENSION PLANS (CONT'D.)

B, Police and Firemen's Retirement System (PFRS] (cont'd)

Special Funding Situation

The Borough is responsible for the actuarially determined annual contributions to the PFRS, except
where legislation was passed that legally cbligates the State if certain circumstances occur. A special
funding situation exists for the Local employers of the PFRS. The State of New Jersey, as a non-
employer, is required to pay the additional costs incurred by Local employers based upon the provisions
of several legislative actions. The provisions of GASB Statement No. 68 define this these relationship
as a "special funding situation”, and the State of New Jersey is defined as a "non-employer contributing
entity”.

Unaudited data provided by the PFRS indicates that the total Non-employer contributions made to the
PFRS by the State for the year ended June 30, 2019 was $130,202,000. The portion of that contribution
allocated to the Borough was $132,952, or 0.102111887%. The June 30, 2019 State special funding
situation pension expense of $224,526,138 was actuarially determined and represents the required
contribution due from the State for the year. The special funding situation net pension liability under the
special funding situation was reported at $1,932,374,825 at June 30, 2019 and represents the
accumulated difference between the actuarially determined annual contributions required and the actual
State contributions through the valuation date. The Borough's allocated shares of the special funding
situation pension expense for the year ended June 30, 2019 and its share of the special funding
situation NPL at that date were $229,268 and $1,973,186, respectively.

. Defined Contribution Retirement System (DCRP)

The Defined Contribution Retirement Plan (DCRP) is a multiple employer defined contribution plan as
defined in GASB Statement No. 68. The Pian is administered by The New Jersey Division of Pensions
and Benefits {Division). The mere significant aspects of the DCRP are as follows:

Pran Membership and Contributing Employers- Enroliment in the DCRP is required for state or local
officiais, elected or appointed on or after July 1, 2007; employees enrolied in PFRS or PERS on or after
July 1, 2007, who earn salary in excess of established "maximum compensation” limits, employees
otherwise eligible to enroll in PFRS or PERS on or after November 2, 2008, who do not earn the
minimum annual salary for tier 3 enrollment but who earn salary of at least $5,000 annually; and
employees otherwise eligible to enroll in PFRS or PERS after May 21, 2010, who do not work the
minimum number of hours per week required for tier 4 or tier § enrollment, but who earn salary of at
least $5,000 annually.

Contribution Requirernent and Benefit Provisions - State and local government employers contribute 3%
of the empioyees’ base salary. Active members contribute 5.5% of base salary.

Eligible members are provided with a defined contribution retirement plan intended to qualify for
favorable Federal income tax treatment under IRC Section 401(a), a noncontributory group life
insurance plan and a noncontributory group disability benefit plan. A participant's interest in that portion
of his or her defined contribution retirement pian account attributable to employee contributions shall
immediately become and shall at all times remain fully vested and non-forfeitable. A participant's
interest in that portion of his or her defined contribution retirement plan account attributable to employer
contributions shall be vested and non-forfeitable on the date the participant commences the second
year of employment or upon his or her attainment of age 68, while employed by an employer, whichever
occeurs first.
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Note 7. PENSION PLANS {CONT'D.)

C. Defined Contribution Ratirement System (DCRP) (cont'd);

For the year ended December 31, 2019 and 2018 the Borough's total payroll for all employees was
$6,621,255 and $6,428,028, respectively. Total DCRP covered payroll was $13,520 and $26,510,
respeciively. Covered payroll refers to all compensation paid by the Borough fo active employees
covered by the Plan. Beorough and employee contributions to the DCRP for the year ended December
31, 2019 were $406 and $744, respectively and for the year ended December 31, 2018 were $1,047
and $1,458, respectively.

. Cumulative PERS and PFRS Deferred Outflows of Resources and Deferred Inflows of Resources

Net Pension Deferred Deferred Total Pension
Ligbility Cutflows Inflows Expense
PERS $ 4,750,558 $896,263 $2,421,790 $4.413
PFRS 12 468 F80 1,145 725 4 504 8O0 1,181,385
Total $ 17.246.838 $2,041.568  $6,926590 $1,195,798

Note 8: POST-RETIREMENT HEALTH CARE BENEFITS

Plan Description: The Borough of Somerville contributes to the State Health Benefits Program
{(SHBP), a cost-sharing, muiltiple-employer defined benefit post-employment healthcare plan
administered by the State of New Jersey Division of Pensions and Benefits, SHBP was established in
1961 under N.J.S.A. 52:14-17.25 et seq., {o provide health benefits to State employees, retirees, and
their dependents.

Rules governing the operation and administration of the program are found in Titte 17, Chapter 9 of the
New Jersey Adminisirative Code. SHBP provides medical, prescription drugs, mental health/substance
abuse, and Medicare Part B reimbursement to refirees and their covered dependents.

The SHBP was extended to employees, retirees, and dependents of participating local public employers
in 1964. Local employers must adopt a resolution to participate in the SHBP. In order to receive health
benefits, retirees must have been enrolled in the pension system for 25 years. All active full time
employees are covered by the SHBP,

The State Heaith Benefits Commission is the executive body established by statute {o be responsible
for the operation of the SHBP. The State of New Jersey Division of Pensions and Benefits issues a
publicly available financial report that includes financial statements and required supplementary
information for the SHBP. That report may be obtained by writing to:  State of New Jersey Division of
Pensions and Benefils, P.O. Box 285, Trenton, NJ 08625-0285 ¢r by visiting their website
www. state.nj.us/treasury/pensions.

Funding Policy: Participating employers are contractually required to centribute based on the amount of
premiums attributable to their retirees. Postretirement medical benefits under the plan have been
funded on a pay-as-you-go basis since 1994.

The Borough of Somerville contributions to SHBP for the year ended December 31, 2018 were
$3,782.52, which equaled the required contributions for the year. There was 1 retired participant eligible
at December 31, 2019.
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Note 8: POST-RETIREMENT HEALTH CARE BENEFITS {CONT'D)

Plan Description and Benefits Provided.

The State Health Benefit Local Government Retired Employees Plan {the Plan) is a cost-sharing
multiple-empioyer defined benefit other postemployment benefit (OPEB} plan with a special funding
situation. It covers empioyees of local government employers that have adopted a resolution to
participate in the Plan. For additional information about the Plan, please refer to the State of New Jersey
(the State), Division of Pensions and Benefits' {the Division) Comprehensive Annuaf Financial Report

The Plan provides medical and prescription drug to retirees and their covered dependents of the
participating employers. Under the provisions of Chapter 88, P.L 1874 and Chapter 48, P.L. 1999, local
government employers electing to provide postretirement medical coverage to their employees must file
a resolution with the Division. Under Chapter 88, local employers elect to provide benefit coverage
based on the eligibility rules and regulations promulgated by the State Health Benefits Commission.

Chapter 48 allows local employers to establish their own age and service eligibility for employer paid
heaith benefits coverage for retired employees. Under Chapter 48, the employer may assume the cost
of postretirement medical coverage for employees and their dependents who: 1) retired on a disability
pension; or 2} retired with 25 or more years of service credit in a State or locally administered retirement
system and a period of service of up to 25 years with the employer at the time of retirement as
established by the employer; or 3) retired and reached the age of 65 with 25 or more years of service
credit in a State or locally administered retirement system and a period of service of up to 25 years with
the employer at the time of retirement as established by the employer; or 4) retired and reached age 62
with at least 15 years of service with the employer.

Further, the law provides that the employer paid obligations for retiree coverage may be determined by
means of a ¢ollective negotiations agreement.

In accordance with Chapter 330, P.L. 1997, which is codified in N.J.8.A 52;14-17.32i, the State provides
medical and prescription coverage to local police officers and firefighters, who retire with 25 vears of
service or on a disability from an employer who does not provide postretirement medical coverage.
Local employers were required to file a resolution with the Division in order for their employees to qualify
for State-paid retiree health benefits coverage under Chapter 330. The State also provides funding for
retiree health benefits to survivors of local police officers and firefighters who die in the line of duty
under Chapter 271, P.L..1989,

Pursuant to Chapter 78, P.L, 2011, future retirees eligible for postretirement medical coverage who
have less than 20 years of creditable service on June 28, 2011 will be required to pay a percentage of
the cost of their health care coverage in retirement provided they retire with 25 or more years of pension
service credit. The percentage of the premium for which the retiree will be responsible will be
determined based on the retiree’s annual retirement benefit and leve! of coverage.

Total OPEB Liability

Special Funding Situation
The State of New Jersey's Total CPEB Liability for special funding situation was $5,525,718,739 and
$6,213,844,492 at June 30, 2019 and 2018, respectively.

Under Chapter 330, P.L. 1997, the State shall pay the premium or periodic charges for the qualified
local police and firefighter retirees and dependents equal to 80 percent of the premium or pericdic
charge for the category of coverage elected by the qualified retiree under the State managed care plan
or a health maintenance organization participating in the program providing the lowest premium or
periodic charge. The State also provides funding for retiree health benefits to survivers of local police
officers and firefighters who die in the line of duty under Chapter 271, P.L.1989.
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Note 8: POST-RETIREMENT HEALTH CARE BENEFITS (CONT'D})

Therefore, these empioyers are considered o be in a special funding situation as defined by GASB
Statement No 75 and the State is treated as a nonemployer contributing entity. Since the local
participating empioyers do not contribute under this legislation directly to the plan, there is no net OPEB
liability, deferred outfiows of resources or deferred inflows of resources to report in the financial
statements of the local participating employers related to this legislation.

The amount of the State’s proportionate share of the net OPEB liability for special funding situation
attributable to employees and retirees of the Borough of Somerville was $11,677,170 and $13,557,801
at June 30, 2019 and 2018, respectively.

Nonspecial Funding Situation:
The State of New Jersey's Total OPEB Liability for nonspecial funding situation was $8,020,352,361
and 3$9,452,773,6489 at June 30, 2018 and 2018, respectively.

The amounts of the State’s Non-employer OPEB Liability that are attributable to employees and retirees
of the Borough of Somerville was $4,360,616 and $5,294,680 at June 30, 2019 and 2018, respectively.
These allocated liabilities represent 0.032181% and 0.033796% of the State's Total Non-employer
OPEB Liability for June 30, 2018 and 2017, respectively.

Components of Net OPEB Liability — The components of the coliective net OPEB liability for PERS,
including the State of New Jersey, at June 30, 2019 and 2018 is as follows:

2018 2018
Total OPEB Liability $13,819,244 582  $15,881,103,227
Plan Fiduciary Net Position 213,173,482 314 485 0BG
Net OPEB Liability $13,546,071,10C §15,666.618,141

Plan fiduciary net position as a percentage
of the total OPEB liability 1.98% 1.97%

61



BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS — REGULATORY BASIS
YEARS ENDED DECEMBER 31, 2019 AND 2018

Note 8: POST-RETIREMENT HEALTH CARE BENEFITS (CONT'D)

Actuarial Assumptions and Other inputs.

The total OPEB liability as of June 30, 2018 was determined by an actuarial valuation as of June 30,
2018, which was rolled forward to June 30, 2019. The actuarial assumptions vary for each plan member
depending on the pension plan the member is enrolled in.

This actuarial valuation used the following actuarial assumptions, applied to all periods in the
measurement:

inflation rate 2.50%

Salary Increases™
Public Employees’ Retirement System (PERS)
Initial fiscal year applied

Rate through 2026 2.00% tc 6.00%
Rate thereafter 3.00% to 7.00%
Police and Firemen's Retirement System {PFRS)
Rate for all future years 3.25% to 15.25%
Mortality:
PERS Pub-2010 General classification headcount weighted mortality with
fully generational mortality improvernent projections from the central
year using Scale MP-2019
PFRS Pub-2010 Safety classification headcount weighted mortality with

fully generational mortalily improvement projections from the central
year using Scale MP-2019

* Salary increases are based on years of service within the respective plan.

100% of active members are considered to participate in the Plan upon retirement.

Healthcare Trend Assumptions:

For pre-Medicare medical benefits, the trend is initially 5.7% and decreases to a 4.5% long-term trend
rate after eight years. For post-65 medical benefits, the actual fully-insured Medicare Advantage trend
rates for fiscal year 2020 are reflected. The assumed post-65 medical trend is 4.5% for all future years.
For prescription drug benefits, the initial trend rate is 7.5% and decreases to a 4.5% long-term trend

rate after eight years.

Discount Rate,

The discount rate for June 30, 2019 was 3.50%. This represents the municipal bond return rate as
chosen by the State. The source is the Bond Buyer Go 20-Bond Municipal Bond Index, which includes
tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher. As the long-
term rate of return is less than the municipal bond rate, it is not considered in the calculation of the
discount rate, rather the discount rate is set at the municipal bond rate.
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Note 8: POST-RETIREMENT HEALTH CARE BENEFITS (CONT'D}

Sensitivity of the State’s Net OPEB Liability to Changes in the Discount Ratfe:

The following presents the collective net OPEB liability of the participating employers as of June 30,
2018, calculated using the discount rate as disclosed above as well as what the collective net OPEB
fiabitity would be if it was calculated using a discount rate that is 1-percentage point iower or 1-
parcentage- point higher than the current rate:

1% Decrease At Discount Rate 1% Increase
(2.50%) {3.50%) (4.50%]
Total Net QPEB Liability $15,662,704,137 $13,5648,071,100 $11,826,026,985
Borough's Share $5,041,581 34,360,618 $3,8066,916

Sensilivity of the State’s Net OPEB Liability to Changes in the Healthcare Cost Trend Rales:

The following presents the net OPEB liability as of June 30, 2019, calculated using the healthcare trend
rate as disclosed above as well as what the net OFPEB liability would be if it was calculated using a
heaithcare trend rate that is 1-percentage point lower or 1-percentage point higher than the current rate:

Healthcare Cost

1% Decrease Trent Rate 1% Increase
Total Net OPEB Liability $11,431,214,644 $13,5846,071,100 $16,243,926,531
Borough's Share $3,679,822 $4,360,8616 $5,229.082

At June 30, 2019, the Borough reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outfiows Deferred Inflows
Of Resources Cf Resources
Difference between expected and actual experience $1,275214
Changes of assumptions 1,645,305
Changes in proportion 1.1868 871
Net difference between projected and actual
investment earnings on OPEB plan investments $3.692

Total $3.502 $4,007,380

Coflective Deforred Qutflows of Resources and Deferred Inflows of Resources — Amounts reported as
deferred outflows of resources and deferred inflows of resources related to OPEB will be recognized in
OPEB expense as follows:

Year ending Amount

2020 $(6876,257)
2021 (6786,257)
2022 (678,557)
2023 (677,032)
2024 (677.424)
Thereafter {620,271}

Total $(4.003.798)
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Note &: ACCRUED SICK AND VACATION BENEFITS

Under the existing policy of the Borough, employees are allowed to accumulate unused sick pay over
the life of their working careers which may be taken as time off or paid at a later date up to a maximum
number of days as specified by contract. It is estimated that the cost of such unpaid sick pay would
approximate 31,883,942 and $1,712,613 for 2019 and 2018. This amount represents the current value
of ali accumulations, and is not intended to portray amounts that would be recorded under GAAP.
Expenditures for payment of accrued sick and vacation benefits are recorded in the period in which
payments are made as part of the current year's operating budget appropriations.

Note 10:  RISK MANAGMENT

The Borough, together with other governmental units, is a member of the Statewide Insurance Fund
{the Fund). The Fund, which is organized and operated pursuant to the regulatory authority of the
Departments of Insurance and Community Affairs, State of New Jersey, provides for a pooling of risks,
subject to established limits and deductibles. The Fund's governing board based upon actuarial and
budgetary requirements calculates payments to the Fund. Each participant in the Fund is jointly and
severably obligated for any deficiency in the amount available to pay all claims. Lines of coverage
provided by the Fund include property; beiler and machinery; equipment floater; auto physical; blanket
bond; aute liability; general liability; law enforcement liability, public official liability and worker
compensation and employer liability.

At December 31, 2018, the Fund reported for all years’ combined, total assets of $48,828,931, liabilities
and expenses of $35,421,697, which includes loss reserves of $34,910,768 and net position for all
years of $13,407,234, This is the latest available information.

Mew Jersey Unemployment Compensalion Insurance — The Borough has elected to fund its New
Jersey Unemployment Compensation Insurance under the "Benefit Reimbursement Method”. Under
this pian, the Borough is required to reimburse the New Jersey Unemployment Trust Fund for benefits
paid to its former employees and charged to its account with the State. The Borough is billed quarterly
for amounts due to the State. The following table is 2 summary of Borough contributions, employee
contributions, reimbursements to the State for benefits paid and the ending balance of the Borough's
trust fund for the 2018 and the previous two years.

Borough
Fiscal Contributions Empioyee Amount Ending
Year And Interest Contributions Reimbursed Balance
2018 $9,687.72 $7,747.12 $ $80,895.68
2018 4,296.15 7,358.43 63,460.85
2017 4,287 50 7,355.24 2,049.72 51,806.27

Note 11:  LENGTH OF SERVICE AWARD PROGRAM (LOSAP}

The Borough has authorized a Length of Service Award Program (LOSAP) pursuant to section 457 {e)
of the Internal Revenue Code and P.L. 1997, C. 388 as amended by P.L. 2001, C. 272 of the Statutes
of New Jersey. The program provides for fixed annual contributions o a deferred income account for
volunteer firefighters and first aid and rescue squad members who meet specified service criteria. The
Borough sponsors the Program, which is administrated by a private contractor. The LOSAP Program is
subject to an annual review in accordance with AICPA standards for attestation engagements. LOSAP
review reports are available in the office of the Borough Clerk during scheduled working hours.
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Note 122 COMMITMENTS AND CONTINGENCIES

The Borough participates in several federal and state financial assistance grant programs. Entitement
to the funds is generally conditioned upon compliance with terms and conditions of the grant
agreements and applicable regulations, including the expenditures of funds for eligible purposes. These
programs are also subject to compliance and financial audits by the grantors or their representatives.
As of December 31, 2019, the Borough does not believe that any material liabilities will result from such
audits.

Contractual Commitments

As of December 31, 2019, the Borough of Somerville was a party to various construction contracts and
commitments that totaled $655,877 in its General Capital Fund. Parks and Piaygrounds with total
commitments of $5635; Road improvements with total commitments of $533,765, Master
Plan/Redevelopment Plan with total commitments of $13,000; window restorations with totai
commitments of $28,840; park improvements with total commitments of $22,216; and miscellaneous
other projects with total commitments of $55,391.

Litigation

As of the date of this report, the Borough has litigation pending that traditionally would be covered
through the procurement of liability insurance coverage's.

Note 13: DEFERRED COMPENSATION

The Borough has instituted a Deferred Compensation Plan pursuant to section 457 of the internal
Revenue Code and P.L. 1877, C. 381; P.L. 1878, C. 39; P.L.. 1980, C. 78; and P.L. 1997, C. 116 of the
Statutes of New Jersey. The Plan is an arrangement whereby a public employer may establish a plan
and permit its employees to voluntarily authorize a portion of their current salary to be withheld and
invested in one or more of the types of investments permitted under the governing regulations. The
Borough has engaged a private contractor to administer the plan.

Note 14.  INTERFUNDS

The following interfund balances remained on the balance sheet date at December 31, 2019:

Interfund Interfund
Fund Receivables Payables
Current Fund $2223258 $1,371,673.97
Grant Fund 1,144,584 .51
Animal Contrel Fund 22,232 .58
Trust Other Fund 229,510.42 30,533.860
Public Assistance Fund 25,5833.80
Sewer Operating Fund 522,864 .63
Sewer Capital Fund - - 511,285,659
Total £1,944.725.74 $1.944 726.74

These interfund balances are not an indication that the respective fund cannot meet its obligation. The
interfund amounts are reflective of year-end closing journals and adjustments. The balances resuited
from the time lag between the dates that (1) interfund goods and services are provided or reimbursable
expenditures occur, (2} transactions are recorded in the accounting system, and (3) payments between
funds are made.
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Note 15. LONG TERM TAX EXEMPTIONS

The Borough provides for long-term tax exemptions, as authorized and permitted by New Jersey State
Statutes. N.J.S.A. 40A:20-1 et seq. sets forth the criteria and mechanism by which property taxes can
and are abated. The exemptions provided by the Borough are predominately for affordable housing
projects. Taxes abated include municipal, local school and county taxes. The Borough is required to
remit five percent (5.00%) to the County for any payments received in lieu of taxes (PILOT payments).
The Borough PILOT billings in 2019 were $612,911.88 and taxes in 2019 that otherwise would have
been due on these long-term tax exemptions amounted to $1,248,651 05, based upon the assessed
valuations of the long-term tax exemptions properties.

Note 16: GOVERNMENTAL FIXED ASSETS

The Berough's governmental fixed assets are reported as follows:

Balance Balance
Dec. 31,2018 Dec 31,2019
Land $10,571,500 $10,571,500
Buildings/improvements 10,498,600 10,498,800
Equipment 8,181,487 B.7059 707

228,251,587 20,779,807

Note 17: SUBSEQUENT EVENTS

The Borough has evaluated subsequent events occurring after December 31, 2019 through the date of
July 8, 2020, which is the date the financial statements were available to be issued. Based on this
evaluation, the Borough has determined the following subsequent event has occurred which requires
disclosure in the financial statements.

Subsequent to year end, the COVID-19 (coronavirus) pandemic has resuited in substantial economic
volatility on a global scale. As a result, the Borough's economically sensitive revenues (i.e. property
taxes, sewer utility collections, interest earnings, fees, state and federal aid} might be negatively
impacted. Collection rates on real property taxes might be slowed as unemployment rates are expected
to spike. Meanwhile, the Borough's expenditures for public safety and health service functions and
pension benefits {due to stock market declines} waould all be expected fo increase sharply. None of
these factors were taken into consideration in the development of the fiscal year 2020 adopted budget.
Given the uncertainty around the extent and timing of the potential future spread or mitigation of the
coronavirus and around the imposition or relaxation of protective measures, management cannot
reasonably estimate the actual impact on the Borough's financial position at this time.

The following bond ordinances were authorized:

The Borough appropriated $350,000 therefore authorized the issuance of $332,500 Bond and/or Notes
dated April 20, 2020, for Various Sewer Utility Improvements.

The Borough appropriated $7,250,000 therefore authorized the issuance of $7,250,00C Bond and/or
Notes dated July 6, 2020, for the Construction of a Parking Garage.
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ACCQUNTANTS ARD ADVISCRS

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members
of the Borough Council

Borough of Somerville

County of Somerset, New Jersey

We have audited, in accordance with the auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and audit requirements as
prescribed by the Division of Local Government Services, Department of Community Affairs, State
of New Jersey, the financial statements — regulatory basis Borough of Somerville, County of
Somerset, New Jersey as of and for the year ended December 31, 2019, and the related notes to
the financial statements, which collectively comprise the Borough's basic financial statements and
have issued our report thereon dated July 8, 2020. Our report was modified due to the departure
from accounting principles generally accepted in the United States of America, as disclosed in
Note 2, that are embodied in the Other Comprehensive Basis of Accounting Utilized for financial
statements presentations and was unmodified based upon that Other Comprehensive Basis of
Accounting.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Borough of
Somerville’s internal control over financial reporting (internal control} to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Borough of Somerville’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Borough of Somerville’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

20 Commerce Drive, Suite 301, Cranford, NJ 07016
Tel: $08.272 6200 | Fax: 908.272.2418

PKF O'Connor Davies, LLP is a member firm of the PKF Intemational Limited network of tegally independent firms and does
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Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or, significant deficiencies. Given these limitations, during cur audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough of Somenville’'s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Governmen! Auditing
standards and audit requirements as prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. However, we noted certain immaterial
instances of noncompliance that we have reported to the management of the Borough of
Somervilie in the General Comments section of the Report of Audit.

We also noted other matters involving compliance and internal control over financial reporting that
we have reported to management of the Borough of Somerville in the Generat Comments section
of the Report of Audit.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compiiance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the entity’s internal control and
compliance, Accordingly, this communication is not suitable for any other purpose.

§hdubid ¢ Hisriin, P4

HODULIK & MORRISON, P.A.

A division of PKF O'Connor Davies
Certified Public Accountants
Registered Municipal Accountants

Cranford, New Jersey
July 6, 2020
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL AND STATE PROGRAM; REPORT ON
INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON THE SCHEDULE OF
EXPENDITURES OF FEDERAL AND STATE FINANCIAL ASSISTANCE REQUIRED BY OMB
UNIFORM GUIDANCE AND
NEW JERSEY OMB CIRCULAR 15-08

INDEPENDENT ALDITORS® REPORT

Honerable Mayor and Members
of the Borough Council

Borough of Somerville

County of Somerset, New Jersey

Report on Compliance for Each Major Federal and State Program

We have audited the Borough of Somerville, County of Somerset, New Jersey compliance with
the types of compliance requirements described in the “OMB Compliance Supplement’ that
could have a direct and material effect on each of the Borough of Somerville’s major federal
and state programs for the year ended December 31, 2019. The Borough of Somerviile’s major
federal and state programs are identified in the Summary of Auditor's Results Section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, and
grants applicable to the federal and state programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the Borough of Somerville's
major federal and state programs based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States, audit requirements as prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey; audit requirements as prescribed by the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance),
Audits of States, Local Governments, and Non-Profit Organizations and New Jersey OMB
Circular 15-08, Single Audit Policy for Recipients of Federal Grants and State Aid. Those
standards, Uniform Guidance and New Jersey OMB’s Circular 15-08 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal or state program cccurred. An audit includes examining, on a test basis, evidence
about the Borough of Somerville's compliance with those requirements and performing such
other procedures, as we considered necessary in the circumstances.

20 Commerce Drive, Suite 301, Cranford, NJ 67016
Tel. 908.272 6200 1 Fax: 908.272.2416

PKF O'Connar Davies, LLP is & member firm of the PKF Intemational Limited network of legally independent firms and does
not accept any responsibility or ability for the actions or inactions on the parnt of any fher individual mermber firm or firms



We believe that our audit provides a reasonable basis for our opinion on coempliance for each
major federal and state program. However, our audit does not provide a legal determination of
the Borough of Somerville’s compliance.

Dpinio Each Major Federal and Sta FoEram

tn our opinion, the Borough of Somerville, complied, in all material respects, wilh the types of
compliance requirements referred to above that could have a direct and material effect on each
of its major federal and state programs for the year ended December 31, 2018.

Report on Internal Control Over Com pliance

Management of the Borough of Somerville is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considerad the Borough of
Somerville's internal control over compliance with the types of requirements that could have a
direct and material effect on each major federal and state programs to determine the auditing
procedures thal are appropriate in the circumstances for the purpose of eXpressing an opinion
on compliance for each major federal and stale program and to test and report on internal
control over compiiance in accordance with The Uniform Guidance but not for the purpose of
expressing an opinion on the effectiveness of internal control over com pliance. Accordingly, we
do not express an opinion on the effectiveness of the Borough of Somerville's internal control
over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect and correct, noncompliance with a type of
compliance requirement of a federal and state program on a timely basis. A material weakness
in fiternal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reascnable possibility that a material
noncompliance with a type of compliance requirement of a federal and state program will not be
prevented, or detected and comected, on a timely basis. A significant deficiency in inlernal
conirol over compliance is a deficiency, or a combination of deficiencies. in internal control over
compliance with a type of compliance requirement of a federal and state program that is less
severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.

Our consideration of the internal control over compliance was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance and New Jersey OMB 15-08. Accordingly, this report is
not suitable for any other purpose.

bbbl ¢ Masam, P4

HODULIK & MORRISON, P.A.

A division of PKF O'Connor Davies
Certified Public Accountants
Registered Municipal Accountants
Cranford, New Jersey

July 6, 2020
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NOTE 1:

NOTE 2:

NOTE 3.

NOTE 4:

NOTE &:

BOROUGH OF SOMERVILLE
COUNTY OF SOMERSET, NEW JEREEY

NOTES TO SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
DECEMBER 31, 2019

GENERAL

The accompanying schedule of expenditures of federal awards and state financial
assistance present the activity of all federal and state financial assistance programs
of the Borough of Somerville. The Borough of Somerville is defined in Note 1{A) to
the financial statements. All federal and state awards received directly from federal
and state agencies, as well as federal and state awards passed through other
government agencies is included on the schedule of expenditures of federal awards
and state financial assistance.

BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards and state financial
assistance is presented using the modified accrual basis of accounting as
prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey (OCBOA), which differ in certain respects
from generally accepted accounting principles (GAAP) applicable to local
government units and as detailed in the Notes to the Financial Statements. The
federal and state award expended amounts included in the respective expenditure
schedules de not reflect amounts encumbered, which encumbered amounts are
considered as expended as reported in the NJ OCBOA financial statements. [n
addition, the Borough has elected not to use the 10 percent de minis indirect cost
rate under the Uniform Guidance and has not charged any indirect costs to its
funded programs.

RELATIONSHIP TO GENERAL FINANCIAL STATEMENTS

Unless specifically noted, the amounts reported in the accompanying schedules
agree with amounts reported in the Borough of Somerville’'s financial statements.
RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Unless specifically required, the amounts reported in the accompanying schedules
agree with the amounts reported in the related federal and state financial reports,
where required.

FEDERAL AND STATE LOANS QUTSTANDING

The federal and state loans outstanding at December 31, 2019, which are not

required to reported on the schedules of expenditures of federal and state awards,
are as follows:

Loan Program Total
State of New Jersey EIT —~ |Bank $3,826,427.91
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BOROUGH OF SOMERVILLE Schedule C
SCHEDULE CF FINDINGS AND QUESTIONED COSTS Page 1of 3

FOR THE YEAR ENDED DECEMBER 31, 2019

Section 1 - Summary of Auditor's Resuifs

Financial S$tatements

Type of report the auditor issued on the financial statements:
Internal Control over financial reporting:

1} Material weakness(es) identified?

2) Significant deficiency(ies) identified?

Nencompliance material to basic financial
statements noted?

Federal Awards
Internal Control over major programs:
1} Material weakness(es) identifled?
2) Significant deficiency{ies) identified?

Type of auditor's report issued on compliance for
major programs:

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)?

ldentification of major programs:

CFDA Number

14.871

Dollar threshold used to distinguish between Type A and B programs:

Auditee qualified as low-risk auditee?

75

Unmadified (CCBOA)

Yes X No

Yes X None reported
Yos X No

Yes X No

Yes X None reported

Unmedified
Yes X No

Name of Federal Program

HUD Section 8 Low Income Housing

Assigtance Program - Vouchers

$760,000.00

X Yes No




BOROUGH OF SOMERVILLE Schedule C
SCHEDULE OF FINDINGS AND QUESTIONED COSTS Page 2 of 3
FOR THE_YEAR ENDED DECEMBER 31, 2018

State Awards
Dolfar threshold used to distinguish betwsen Type A and B programs: $750,000.00
Audites qualified as low-risk auditesa? Yes X No

Type of auditor's report issued on compliance for
major programs: Unmodified

Internal Control over major programs:

1} Material weakness{es) identified? Yes X No

2) Significant deficiency(ies) identified? Yes X None reported

Any audit findings disclosed that are required to be reported
in accordance with NJOMB Circular Letter 15-08 as applicable? Yes X No

Identification of major programs:

GMIS Number{s}) Name of State Program

Hazardous Discharge Site Remediation
P38794. P39541, P40958 Fund Municipal Grant Prog - NJEDA
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BORQUGH OF SOMERVILLE Schedula C
SCHEDULE OF FINDINGS AND QUESTIONED COSTS Page 3of 3
FOR THE YEAR ENDED DECEMBER 31, 2018

Section I - Binancial Siafermant Findings
This section identifies significant deficiencies, material weaknesses, and instances of noncompliance

related to the general-purpose financial statements that are required to be reported in accordance
with chapter 5.18 of Government Auditing Standards.

Sanificant Deficiancyiesiidatacdal Weaknesses

None noted.

Moncompliances

None noted.

Section Il - Federal Awards and Stafe Finangial Azsitance Findings and Questioned Cosis
This section identifies the significant deficiencies, material weaknesses, and instances of
noncempliance, including questioned costs, related to the audit of major federal and state programs,
as required by Title 2 U.S. Code of Federal Regulations Part 200 and NJ OMB Circular 15-08.
F | Avrard Pr
Significant Deficiency(iesyMaterial Weaknesses:
None noted.
Mariea

None noted.

77



Schedule D

BOROUGH OF SOMERVILLE
COUNTY OF SOMERSET, NEW JERSEY
SUMMARY SCHEDULE OF PRIOR FINDINGS
FOR THE ¥EAR ENDED DECEMBER 31, 2018

Section 1 ~ Summary of Priov Year Federal Eindings

SUMMARY OF PRIOR YEAR FINDINGS

None
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

PART Il
SUPPLEMENTARY SCHEDULES
YEAR ENDED DECEMBER 31, 2019
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Current Fund
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Exhibit - A-4

SCHEDULE OF CURRENT FUND CASH AND INVESTMENTS - TREASURER

Balance - December 31, 2018

Increased by Receipts:
Taxes Receivable
Prepaid Property Taxes
Delinquent Taxes
Due from State of N.J. - Ch. 73, P.L. 1876
Various Payables and Reserves
Miscellanecus Revenue Anticipated
Revenue Accounts Receivable
Miscellaneous Revenue Not Anticipated
Interfund Loans Received/Returned
Tax Overpayments

Decreased by Disbursements:
Budget Expenditures
Various Payables and Reserves
Taxes Payable
Interfund Loans Disbursed/Returned
2018 Appropriation Reserves
Tax Overpayments

Balance - December 31, 2019

EE.

A

A7
A-7

A-8
A-10
A-11
A-11
A-11
A-13
A-16

A-3
A-10
A-12
A-13
A-14
A-15

81

CURRENT FUND

$ 42,022,690.26
356,259.23
574,718.97
46,250.00
28,035.26
5,097,687.92
34,822.45
460,625.85
891,218.57
5,888.33

16,637,665.85
5,100.00
30,177,181.15
480,701.54
456,171.61
25,037.15

$ 10,719,300.07

50,418,307.84

61,137,607.81

47,791,857.30

$ 13,345,750.61




Exhibit - A-5

SCHEDULE OF CHANGE FUNDS

CURRENT FUND

BALANCE BALANCE

DEPARTMENT DEC. 31, 2018 DEC, 31, 201
Collector $ 50.00 $ 50.00
Clerk 25.00 25.00
Police 50.00 50.00
Construction Code 25.00 25.00
Municipal Court 100.00 100.00
Vital Statistics 50.00 50.00
Recreation 100.00 100.00
$ 400.00 $ 400.00

Ref. A A

Exhibit - A-6
SCHEDULE OF MAINTENANCE LIENS RECEIVABLE
CURRENT FUND
Ref.
Balance - December 31, 2018 A $ 1,512.00

Balance - December 31, 2018 A 3 1,512.00
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SCHEDULE OF DUE FROM STATE OF NEW JERSEY
PER CH. 129, P.L. 1876 - CURRENT FUND

Balance - December 31, 2018

Increased by:
Deductions Allowed Per Tax Billings
2019 Deductions Allowed by Collector

Decreased by:
Cash Receipts
2019 Deductions Diallowed by Collector

Balance - December 31, 2018

Analysis of Healmad Revanue for 2018:

Deductions Allowed Per Tax Billings
2019 Deductions Allowed by Collector
2018 Deductions Disallowed by Collector

Realized as Revenue - 2019

EE.

A8
A-8

A-4

A-8

A-8
A-8
A-8

84

$ 48,000.00
15,940.18

46,250.00
1,000.00

Exhibit - A-8

$ 5639.04

63,840.18

$ 48,000.00
15,940.18
1,000.00

69,579.22

47,250.00

$ 2232022

$ 62,940.18




Exhibit - A-9

SCHEDULE OF PROPERTY ACQUIRED FOR TAXES
(AT ASSESSED VALUATION}
CURRENT FUND

EE.

Balance - December 31, 2018 A $ 28,500.00

Balance - December 31, 2019 A $ 28,500.00
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Salaries and Wages:

inside "CAPS™;
Admirnistrative & Exscutive
Borough Clerk
Elections
Financial Admirisiration
Assessmant of Taxes
Collection of Taxes
Public Buildings and Grounds
Fira
Uniform Fite Safety Act
Folice
Road Repair and Maintenance
Board of Health
Parks and Piaygrounds
Recreation
Municipal Court
Sommunity Development
Electrical Inspecter

Total Salaries and Wages

Other Expenses:
Inside "CAPS™
Administrative and Executive
Elections
Financial Administration
Audit
Assessment of Taxes
Collection of Taxes
tagal Services
Prosecutor
Engineering
Public Buildings and Grounds
Planning Soard
Dept. of Technalogy
Zoning Board of Adjustment
Group Insurance for Employaes
Other Insurance Premiums
Prascription Drug/Dental Program
Fire
Uniform Fire Safety Act
Police
Emargency Managamant
Schoo! Crossing Guards Contractual
Road Repair and Maintenance
Snow Removal
Sanitary Sewer System
Garbage and Trash Removal Contractual
Recycling
Board of Health
Parks and Piaygrounds
Recreation
Celobration of Public Events
Murnicipal Court
Community Development
tatching Funds for Grants
Strest Lighting

Exhibit - A-14
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Page 10f2
SCHEDULE OF 2018 APPROPRIATION RESERVES
BALANCE BALANCE

CEC. 31 ENCUMBERED AFTER PAID OR BALAMNCE

2018 2018 MODIFICATION CHARGED LAPSED
1,807.44 3 1.807.14 1,807.14
5,313.00 5,313.00 £,313.00
219378 2,193.78 2,153.78
1,914.70 $,914.70 1,114.70
170,12 170,12 170,42
10,464 46 10,464.46 10,464 46
2,354.35 2.354.35 2,354 35
18,017.12 16,0147.12 16,0712
6,881.02 §,881.02 6,881.02
7,284.21 728421 7.264.21
1,342.68 1,349.68 1,345.68
898 10 898.10 898.10
8,080.00 8,080.00 8,080.00
23,274.28 23,274.28 23,274.29
836.12 636.12 836.12
16,123.23 10,123.23 10,123.23
410.10 410.10 41010
88,371.42 9§,371.42 98,371.42
118,468.23 21,801 .87 140,268.80 3750377 102,765.03
446 60 44660 446 60
14,065.62 100.06 19,168.62 21485 18,654.67
53,000.00 53,000.00 50,817.00 2,183.00
864.45 1,379.95 2,244 .40 1,379.95 864,45
1.786.25 795.00 2,581.25 595.00 1,886.25
21,275.27 4,333.00 25,608.27 12,668.30 12,900 97

1,666.74 1,666.74 1,666.74

12,41567 475.00 12 88067 475.00 12.415.67
6,603.32 16,637.96 23.241.28 15,140.29 8,100.99
8,858,239 §,858.35 £,858.39
2,008.20 1,500.00 3,509.20 2.74574 763.46
516,48 516.48 155.64 36085
15,720.30 100,319.35 116,031,865 8,040.80 105 950.85
10,915.11 2,650.00 13,565.11 4.547.31 901780
18,556.60 16,556.60 16,556.60
3.086.92 60,868.53 63,955.45 5477241 9,183.04
57.18 57.18 E7.18
1,027 54 21,413.06 22 44080 18,423.51 401709
3,160.52 2,363.41 552393 {7.120.99) 12,644.92
104,66 37,850.30 37,554,868 21,587.33 16,367.53
112,069.20 62,987.22 175,056.42 41,638.45 133,417.97
1,583.21 8,462.45 10,045.67 5,775.00 427067
10,455.00 10.455.00 10,455.00
149.670.18 71,448.65 221,118.83 45 185.01 174,923.82
16,9151 450.00 17,069.11 150.60 16,919.11
203208 9,330.66 11,382.74 9,330.66 2,032.08
5,749.25 10,361.84 i6,111.09 2.27467 13.836.42
106,310.85 581.25 10,802.20 £68.22 10,233.98
2.000.00 2,000.00 2,000.00
294.42 214.42 214.42
58452 250.00 834 .52 130.03 704 .49
292,66 252 .65 292685
31,893.43 59,400.91 91,303.34 40,175.64 §1,127.70



Other Expensas;
Inside “CAPS"
Fire Hydrant Service
Teleghone
Water
Electricity
Gasoline
Contingant
Public Employees Retiremant Systerm
Sociat Sacurily System
Police and Firemen's Relirement
Definad Contribution Retirement Program

Other Expenses;
Qut of "CAPS™
LOSAP
Reserve for Tax Appeals

Totat Other Exponses

Total Operations

Exhibit - A-14

Page 20f 2
SCHEDULE OF 2018 APPROPRIATION RESERVES
BALANCE BALAMCE
DEC. 31 ENCUMBERED AFTER PAID OR BALANCE
2018 2018 MODIFICATION CHARGED LAPSED
$ 521740 % 25,198.72 § 3141712 § 2308053 § 8,336.58
11.681.70 443227 16,113.97 4,127.04 11,6886.93
4,530.23 1,138.98 £,669.21 4,751.35 917.86
35,055.03 5822476 94,279.79 26,229.53 69,060.26
13,549.89 10,500.05 24,042.94 2,688.51 21,361.43
1,000.00 1,000.00 1,000.00
20.28 2828 2828
8,312,514 36,422 66 44,742.47 44,742 17
47.00 47.00 47.00
1,773.58 178.96 1,952.54 178.86 177358
3.380.87 3.380.87 3.280.87
28,035.26 28,035.26 28,035.26
£98,335.99 600,235.26 1,387.571.24 458,171.61 $31,399.63

$ 79770740 § 588,235.26 3

148584266 §

A456,171.61 § 1,029771.05

Raf, A A

91
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Exhibit - A~15

SCHEDULE OF TAX OVERPAYMENTS - CURRENT FUND

EF.
Balance - December 31, 2018 A $ 2503717
Increased by:
Cash Receipts - Tax Overpayments A-4 5,889.33
31,036.50
Decreased by:
Cash Payments - Refunds A-4 25,037.15

Balance - December 31, 2019 A $ 5,969.35
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Exhibit A-17

GRANT FUND
STATEMENT OF INTERFUNDS RECEIVABLE/PAYABLE

BALANCE BALANCE
DEC. 31, 2018 ADJUSTMENTS DEC. 31, 2019

Interfunds:

Current Fund $§ 74131014 § 403,274.37 § 1,144,584.51
Total $ 741,310.14 % 403,274.37 § 1,144,584.51

Ref. A A

Grants Revenue - Budget A-16 $ {549,320.96)
Grants Appropriated - Budget A-18 552,078.30
Grant Receivables - Received A-16 883,341.52
Grants Appropriated - Expended A-18 {482,824.48)

$ 403,274.37
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Exhibit - A-19
SCHEDULE OF RESERVE FOR STATE AND FEDERAL GRANTS

UNAPPROPRIATED
GRANT FUND
BALANCE BALANCE
GRANTS DEC. 31, 2018 DEC, 31, 2018
Somerville Landfill Green Seam $ 223500 $ 2,235.00
$ 2,23500 $ 2,235.00

Ref. A A
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Trust Fund

98



Exhibit B-2

TRUST FUNDS
SCHEDULE OF CASH AND RESERVE ACTIVITY
Balance Cash Balance
12/31/18 Receipis Distarsements  Adiusiments 12/31419
Assessment Trust Fund:

Assessmenis Receivable 3 (4,90784) % $ $ {4,807.84)

Reserve for Assessments and Liens 4,907 84 4,807 84

Fund Balance 10,467.52 10,467 52
Total 10,467 52 10,467 52
Animal Control:

Due Current Fund 16,877.00 5,255.58 22,232.58

Due NJ - State License Fees - 663.60 (663.60)

Animal Control Reserves 14.807.60 5,862 40 {1.196.82)  {5.255.58) 14,217 .80
Total 31.784.60 6,526.00 {1,860.22) 36,450.38
Trust - Other Funds:

Accounts Receivable - HUD {8,261.00} {8,261.00)

CDBG Raceivable {44,385.89) (44,385 89)

Interfunds Receivable:

Due from Cuwrrent Fund {229,510.42} {223 510.42)
Subtotal Interfunds Receivable {282 157 .31) {282 157 31}

Interfunds Payable:

Due to Public Assistance Fund 2553360 25,533.60
Due to Current Fund 14.000.00 14 000.00
Subtotal Interfunds Payable 39,533.60 39.533.60

Reserve for:

Miscellaneous Deposits 1,897,888.07 1,583,316.98 {(1,172,144.11) (58,167 .49) 2,250,883.45
Payroll Agency 177,817.97 2,546,311.39 (2,402, 162.38) 321,8967.00
CDBG Expenditures 44 385.89 44,385 89
District Management Corp. 445,482 51 (445,482.51) -
SU! Fund 63,460.85 17,434.84 80,885.69
Sanitary Landfill Closure 10,419.38 2501 10,444.39
Builders Escrow 74,462.78 9985508 (88,011.84) 85,306.02
Tax Redemption Trust 672,103.26 955,802.00 {1,302,105.26) 325,800.00
Recreation Trust 87,572.77 52,253,998 {26,583.00) 113,243.76
Housing Assistance Program 34,300.88 34,300.96
Housing Assistance Portables 30,278.18 2,296,673.31 {2,314,455.00) 12,486.50
Law Enfercement Trust 39,658.51 3,818.98 43,488.49
Credit Card Fee Accounts 1,703.33 10,721.12 {9,486.25) 293820
Encumbrances 57.576.17 58,187.49 115,743.68

Total 3,394 596 93 7,566,213.70 (7,761,430.33) 3.188.380.30

Total $ 343684805 $ 757273970 $ (776326055 $ $ 3,246,298.20
Ref, B B
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Exhibit - B-3

SCHEDULE OF RESERVE FOR ANIMAL CONTROL FUND EXPENDITURES
ANIMAL CONTRCL FUND

Muncipal License Fees Collected.

Year Amount
2017 $8,141.40
2018 6,078.40

_$14.217.80_

Footnote: N.J.S.A. 419-15.11

P there shall be transferred from such special account to general funds of the municipality

any amount then in such special account which is in excess of the total amount paid into such
special account during the last two fiscal years next preceeding."
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General Capital Fund
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Exhibit - C-2

SCHEDULE OF GENERAL CAPITAL FUND
CASH AND INVESTMENTS - TREASURER

REF.
Balance - December 31, 2018 C $ 1,564,508.23
Increased by Receipts:
Premium on Sale of BANs C-1 $ 16,088.00
Capital Improvement Fund C-4 115,000.60
Deferred Charges - Unfunded C-6 1,561,000.00
Grants, Loans and Other Receivables C-7 698,211.91
Bond Anticipation Notes C-9 3,715,000.00
ERG Payment of Debt Service C-13 117,220.00
6,222,520.91
7.787,029.14
Becreased by Disbursements:
Grants, Loans and Other Receivables C-7 184,907.67
Improvement Authorizations C-8 1,668,017.83
Bond Anticipation Notes C-9 3,990,000.00
5,842,925.50

Balance - December 31, 2019 C,C-3 $ 1,844.103.64
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Fund Balance

ANALYSIS OF GENERAL CAPITAL FUND

CASH AND INVESTMENTS

Capital Improvement Fund

Reserve for Payment of Future Debt Service-ERG
Reserve for Payment of Future Debt Service
Reserve for Encumbrances Payable
Improvement Authorizations Funded

Improvement A

uthorizations Not Funded

Grants Receivable/Reserve

Due from SCIA

Unexpended Proceeds of Bond Anticipation Notes

104

BALANCE
DEC. 31,
2018

$ 256,778.07
19,256.83
831,305.61
529,764.48
190,441.74
4,287,933.24
(92,261.40)
(4,771,125.15)
(3,303.34)
315,718.15

Exhibit - C-3

BALANCE
DEC. 31,
2019

$ 272,867.07
68,011.83
948,525.61
503,264.48
655,876.65
2,568,734.82
(114,492.12)
(4,061,757.99)
(3,303.34)
1,106,376.63

$ 1,564,508.23

$ 1,944,103.64

C
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SCHEDULE OF CAPITAL IMPROVEMENT FUND

Balance - December 31, 2018

Increased by:
2018 Budget Appropriation

Decreased by:

Improvement Authorizations Funded

Balance - December 31, 2019

SCHEDULE OF DEFERRED CHARGES

Balance - December 31, 2018

Increased by;
Decreased by:
Serial Bonds Payable
NJEIT Loans Payable
SCIA Leases Payable

Balance - December 31, 2019

TO FUTURE TAXATION - FUNDED

GENERAL CAPITAL FUND

REEF.

$ 1,590,000.00
116,796.09
241,184.61

Exhibit - C-4

$ 19,256.83

115,000.00

134,256.83

66,245.00

$ 68,011.83
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Exhibit - C-&

$ 19,182,243.55

1,947,980.7C

$ 17,244,262.85




EY0L9¢CrLE &

£9'9.6°901°1 S3ION UCHECIDIUY PUOE JO SPaa0CId papuadiaL ($597
90 0'6b8' 3 “si0nYy “Aosdi] pepunjun Jo sesueRg papusdxaurn
2 g0 AT 80 o] =
=z o T - - - ! T =
€0L9CPLL § LGP PLL $ OOODDSILE § G5Z9hZ2l6G § Q2 vilibee £ 0000071953 § OORCWPICE & COBLOERYS &
00'005'812 00005'81Z ooons'eLe washs oIpEY ANGOW 2010 O UoSINbOY  1EGZ
00'LPY'ET 00 LY9'EZ 00 LPOEZ WBISSASSY HBMOPIS 2/GT
00'000'052 00'000'052 00000052 POPUBWE - YPUET JE UOLRIPIWDY OUS $/GZ
26'Z81'88L'L £O'var've 00000008 00'299'288'L 004992881 SIUBWBACIGW] SNOLBA 0452
ZLLIS'OZ = 00°000°006 ZL'L15'028 8Z I61'6LL 00'GLL'680'L SUBWaACIdW] SNOUBA  0GGZ
‘ 8Z'6l'ce ZLE0ELYE'L 00'000'5ZY') BNUBAY UCISED ULON 101-48 18
pajeso Auadold jo uosinboy  9pGE
‘ 002157162 00'215'162 wewanoIdW] YBMIPIS $Z5T
00'055'Z 00°000'064'1 00'056'261°L 00000001 00'056'262'L SjUBLSACIAW] SNOUBA §1$Z
18 1pZ'E 60'800°0¢ 00052'ee oooszes uawaeAoKdW] YIEMIPIS 6PE
000110k 00'000'065 00°0LL'00% 0001009 SjuBIDA0IdW| SNOUBA, 64T
00'000'56 0600065 00'000'SE s1oafold usWwdolaaapay SNOLEA SEYE
£9°95%'GL % - $ 00D000OFE $ £89sYSSE ¢ . 3 ¢ ¢goerese ¢ sjuswaaoldw snouep, 0ive
SUBLUGAGHIIT [elauasy
HINY ACEdW BRI S3ION 6102 O3 TTE0NYD d0uddv SNOILYZ 810z NOILJIEOS30 INSNIADEAN ON
JOBONVIVE  -ON3dX3  NOILYJIDILNY ‘18234 SNOLLYZIHOHLNY 139ang “HOHLNY ‘1£ 030 Foi3[o)
Q3ANISXINN anNoS IONYIVE ANINIAOHDNI AB Qivd 6102 IONVIVE

106

810Z 1€ ¥3I8W3D33Q
FIANVIVE 0 SISATVNY

QNN WLIdYD TVHANSS
QIAANNINN - NOLLYXYL JdnLin

OL S3DUVHD 03¥Y3430 20 3INAIHOS
o uqIux3



€8viT¥68 § 19VI0LSCL ¢
00°£91'998
00'005'92
Z6°296'681L
29.06'v8]
16°L12'869 ¢ : $
o) molag mojag o)
- ——
86VC6'/26'y § €89 VIZ'¥6R $ /9V/0'LS0L $ SILGZLLILY $
00°/91'£5¢ 00°291°€GE
00°000'ELS 00'000'€1S
00000029 00°000'0L9
00'788'SH 00258'2¢€1 00°9£5'€81
i Z6'280°861 19°/06'V8L 265111
288V 2e8P'TL
00'902'LiS 00802 21LG
0£'669'GE6') 16'865°095 1 Z2'662'96Y'C
£6'€96'6/ £6'C06'6.
L0V6Z'66 20'¥82'66
00°000'0€T 00'000°0£2
1Z'60€'GL 1260861
00°000°052 00°000'052
GZ'6/6'Q $Z'6/6'8
SOCYE0L SOEPE'0L
880 880
00°06/2'8% 00'052'8%
0005481 00°082'81
00005/ $ : $ - ¢ ooco005/¢ ¢
8102 SASEAISA(] SOSEaIoU| 2L02
‘1€ Jaquisoen) ‘1€ Jaquisseq
aoueley aoueeg

£-0 - WaIx3

8.52/04G¢

8482/0482
065¢
0662
9ese
5052
8re
c8re
Qv
0cre
FRANA
19E2
(32194
55¢¢
98¢e¢
lgee
881C
vZie
6012

TBAWNN
OUBUIPIC

ANMd TV.LIIVYD TVHINGD
FTEVAIZOTH SINVHD

B|QPAISOBY SIUBIC) 1O} DAIRSY

BOINES Jqa(] B3NN JO JUBWAERY 10] DAI9SaY
suonezLoyINy Juswaacidu)

SUSWASINGSI YSBD

sidiasay ysen

3L SB(IPED UINOS - 10U Asior maN
19218 UBNEPIN YHON - 1OQ Aostor maN
SI00U0S O] S9INCY 8jeg Aos19r MaN
10 Aesier maN
"N 1888 UIRW JO 8240 ‘siiegy Alunwiuon 16 }Wag N
o |, aitd - (W108) Luoyiny wawaaoiduy AUncs 19siewosg
{LI3rN} 18N 8UmonnSeYU [BIUSWLONIAUT A3SISI MSN
abieyosig snoplezey - Alroyiny Jusidejsasq Jwouosg N
100 Aesiar maN
100 Assiar maN
LOa Aesiar maN
JUBIE) 350 Wwewdoeasr BuNnwuwiory
10Qq Aesior mapN
Ajuoyiny Juawidoleasg SHUOUCDT N
100 fesiar maN
10Q Aesier maN
100 Assiar maN
JUSLLIOINY Py @elS
jusuony piy slelg
‘SO|qBAIRI9Y

S3IONIOV HOLNVHO SNONMVA WOHH 3NA 40 FINAIHIS

107



WESH IFF L §

QBI8 v T
OU'SHZ'99 $
o] o] %) -0 2 2 2
G0 LbOGPa TS COVELB9SLS 0L LICT0s & G09I05998 L0000 6 SI1sb0613 Q0ESOL¥»C  § BSSC5OE LS  PCELG L8008
00005 8LE 26486701 20235 ~ 00GOO0EL
G0'LPOEE 00'5¥ZE o eRErE
26'ZRLBEL°) SULLEISY  SEDLLOLT O £91°9E6"L
24 Li5'0Z6 PSLLLBL SEIVEEL 18 1ap e G2 i86'vy TO'LREISY 0U9Es'ese
$T'i61E8 £ 905 Vg04'e
EBLOITY 0056262 00 L15°152 26 L99'6EL

LFI00'59 2212856 £ 159822 82T PR ¥LZPPEZE

et {68°08L'Y) 05'687'9 £L'858"18
LB LYTE CEE AN
SOTELQE 00'5E9'S £6'E5P'a 00'088'g 96°0VE'SE
LUEOE'® £9°00% 09 EOr's
00°600'052 oU00N'0s2e

95650'80E'2 FITLL ISL 02 ZE¥'SO0T
60°992'0v1 SEeIOLE PTERTLLL

9L0N6'S SLQ08'S

17418 9T ISH 97 451'8¢ [FRY R T

SLEEY TS 0000z's 09165 £LE2P00

oV L6 LTS LSELVEL

9T LT BT 4245787

$ ogrel)r ¢ $ 3 $ . $ = $ oot 8
G3GNNAND NEGGF GINITNVD S30NVE OS5HYHD SIONVY  SHONVZIBOALTY _ IR AR
G102 1€ D30 - 3ONYIVE HLOY aNNaN3 B0 Qivd -GWNONT 5107 FHIZTLE SO0 - BoNv Tl
6102 :Th 4

L ST |

SNOLLYZISOHLNY ANSWIAOHAWI S0 JINA3HIS

1 38

]
7|
&l

00'000°0ET
00998 2
004917088
00°000°0£0°L
COGE08rEL
Q0000'BOS L

Q00RE Y
00000 LIS
00 600008
0000a'SE
00 565183
00’0001
00000052
00'PLL'GET L
00065 9RE
00°600°007
00°000'9E6
00 GO0 Gey
00'000°5¥5
00" (K0'G8Y

BL/BLLL
BLSre0
BUS LY
BLIOTISO
BT
BUBLED

LHLHPG
AHEDHD
SLB1E0
SHBINMG
QU0
QHLTIED
GHLLIBO
SHINTL
SHELA0
SHPOIG0
PHELISO
EHELIB0
EHBLED
QifL2re0

DO'U0'EED'L § 2OROMO

__Imww 31V

FNY LI

papurun - ubTEXE] AImyng of $a8iEyD PALBIE]

PR WwanEaoudug Epdes

WSk IPEY SHOOW AX0d jo usipsinboy
JUILSSIEEY Y |EMBRIS
0257 FOURUIRLG Bulpuawry
SIIBRUSADKIL) SHOUEA
Swsuaande snouss

BNUGAY UDISED) LUISN L61-GR 1B
pajen Auadaid 10 uonsInbay
WBGSSHSTY HEMSAG
SWFDAGIOW] SNoue s,
WIDS - ¥ORUL AUl B jo a5eydind
IWERISSISSY Ylemapis
SHRHUDACI W SNOUE A,
s2loud Wewdoarepay snoues
Zh¥E aoUBUIDIG Buipuawy
ILPUET 1B UDGeDLGY aig
SuuaAId] SNoLe s,
SIBH0I] WAWANIAADDY SNOUBA
SADALIHU] SROLeA,
SIUBLLBALICW] SHOUEA,
[ENOET) [BISUSE SILAaRDICWL] SPOUBA
SIUAIAGIdW SNOUEA,
SUBHBAIIN] $ROUEA

SUBWISROIOm] [Iaves

NOULGE530
LNINIAOHINI

[4:174
452
8452
ST
o857

5T
YESTHEET
(1574
5062
-1:i04
L8697
S6PT
PiST
4174
Di¥Z
B9¥E
vy
0Zve
[A44A
ZEET
222

ON
“auo

108



0

2D

[Ae]

3 oy

00'00051LLE §

00'000'066'€ $

00'000'GLLE $

00'000°066'E $

£0°000°009
00°000°006

00000061 °L
00000°065
00°000'G6
00°000°0¥¢ ¢

610¢

‘1€ °03a
HONY VY

6-0 - BQuIX3g

00°000'009
00'000°G25 00°000'006
00'000'0vE"L
00°000°0Z1°1 00°000°06L"L
00000045 00°000°065
0000068 00°000°56
00'000°0PE  $  Q0000OVE §
d38v¥3+403a (ASVIHONI

e

sjuawanoidw] snoLea
sjuaWaACIdW] SNCLIBA
6L/A0/L L 8LILOMY Auadold [eay jo uomsinboy
syuBlRACIdLL] SnoueA,
SJUSLWBACHAU] SNOUBA
61/90/L1  ZLIBO/LL  Si030Id jusludoeaapay SNOUBA
SjuaWwaAcIdil} SNOURA

NSS! 3NSSI  NOILJIHISIT INSWIACHJIWI

%GiL 0Z/S0/LL  BLIOO/LL  BLIOD/LL
00°00D'sZ8 %G/s L QZ/S0/LL  BLI9O/LL  8LILDILL
00°000'0bEL %GLL 0250111
00°000'0Z1°1L %GLL 0Z/S0/ILL  BLIS0/LL  LL/B0/LL
00°000°0LS %SLL 0TISOILL BLISDAL  LL/BOMLE
00°000'66 %GL L 0zZ/S0/LL
o0000'0rYE ¢ %SLL Qz/S0/LL  BLIS0/LL  LLIGO/LL

8102 IIVy  AIEnivin
‘1£°03Q LSIFYILNI 40 3.1vad 40 31vg 40 31vq

JONVYIvd

TYNIDIHO

S3LON NOIIVISINY ONGE 30 T TaaHS

0452
08452
9vse
815¢
L6ve
S6ve
0.ive

‘ON

‘qdo

109



2

50

o

0O0000v6'LL  § Q0000'06S'tT $ 00 000DESEL
00°000'662'S 00'000°0SE 00°000'SPL'D
00'000'6PS 00°000'662 0000008
00'000'000' 00'00C'SEE 00'000'G6E'E
000000681 00°000'682 0O'000'GED’)
0000008 ¢ 00°000'S9Z $ DOVOOGIG'L
8i0¢ I5v3d03a ai0c
‘1€ 030 ‘1€ 030
IDNVIVE IADNVIVE

OG-0 g

Py

00°000'009
00°000°008
00°000°048
00'000'0SS
00'000'525
00:000'008
00°000'0SY
00'000'6eY
00'000'GLY
00°000'00Y
00'000'$8E
00°000'G2E

£0'000'052
00'000'S62

00'000'S2Y
00'000'GLY
00'000'0bY
0000008y
00'000°02Y
00'000°CLY
00'000°00Y

Qo'o00'cle
00'000'682
00'000'582
00°000°58¢

00°000'061
00°000'592
00°000'592
00°000'692
00°000'692

LNMOWY

LE/SL/C0
0E/S1/E0
6Z/511C0
8Z/51/C0
12/511e0
9Z/51/20
STISLIT0
yZIS1EC
£2/51E0
ee/SLIZo
1e/Si/et
AL ATAY

L2080
0e/10/80

8Z/S 60
S¢S 160
vesLe0
£25 160
Zeis1IB0
L2ISLi60
0zZ/SHBO

Y200
£2/10/0L
e 12/10/01
0Z/10/01

¥Zi10/01
€2IL00L
<l 1001
121001
02/ 0/01

J1va

SNVOTJO SALENLIYW  LSIMIINI

%000
%000°€
%0842
%000°¢
%000'¢
%000¢C
%000'¢
%000'¢
%000°¢
%0002
%0871
%0051

%000y
%000¥

%SLET
%0522
%0012
%0002
%0002
%0002
%0002

%052°G
%082’
%ETLS
%000

%000+
%000y
%005'¢
%082'€
%082'€

31vd

00'000'044'9

00'000'S8P'L

00°000'0VE'S

00°000°0¥9E

9LipLiv0

#HO/B0

ZH/80/20

60/10/01

0000008 §  80/LO/0L

ANSsi

4O INNOWY 40 31vd

SONOS Tvid3S TWHINID H40 FINCIHOS

3RS

spuog uoneblgQ) [elauasy

avioz seuag spuog Bupunyey snusney
UBOT |BJUSHLILIBAOLY PASJUBIENS AIUNOYD

SUBWSACITIL [RIBUBL)

DB00Z S818S SPUOY DNULSASY URD]
[BJUBLILIBADL) PABURIENS) AUNCH

G600Z SAUIG SPUCY SNUAASY LEDT
IBJUSLULISACS) PaDjuBIBNg AJUNOD

NOILJIHOS3a

110



Exhibit - C-11
SCHEDULE OF LOANS PAYABLE
MNJ ENVIROMMENTAL INFRASTRUCTURE TRUST FUND LOAN PAYABLE

Ref
Balance - December 31, 2018 (& $ 3,043,224.00
Decreased by:
Cash Disbursements C-5 116,796.09

Balance - December 31, 2018 C $ 3,826,427 91
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Exhibit - C-12
SCHEDULE OF DUE FROM SOMERSET COUNTY

MPROVEMENT AUTHORITY
REF.
Balance - December 31, 2018 C $ 3,303.34
Balance - December 31, 2019 C $ 3,303.34
Exhibit - C-13
SCHEDULE OF ERG RESERVE FOR PAYMENT OF
FUTURE DEBT SERVICE
REF.
Balance - December 31, 2018 C $ 831,305.61
Increased by:
Cash Receipts C-2 117,220.00

Balance - December 31, 2018 & $ 94852561
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Exhibit - C-14
SCHEDULE OF RESERVE FOR PAYMENT OF
FUTURE BEBT SERVICE

REF.
Balance - December 31, 2018 (@ $ 529,764.48
Decreased by:
Downtown Somerville Alliance
Improvement Authorization Cancelled C-7 26,500.00
Balance - December 31, 2019 C _$ 503,22@48
Exhibit - C-15
SCHEDULE OF RESERVE FOR GRANTS RECEIVABLE
REF.
Balance - December 31, 2018 c $
Increased by:

Grants Awarded C-7 866,167.00
Balance - December 31, 2019 C $ 866,167.00
Analysis of Balance
2570/2578 New Jersey DOT - North Midaugh Street $ 513,000.00
2570/2578 New Jersey DOT - South Cadillac Drive 353,167.00

$ 866,167.00
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Sewer Utility Fund
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ANALYSIS OF SEWER UTILITY CAPITAL CASH AND INVESTMENTS

Fund Balance

Capital Improvement Fund

Improvement Authorizations Funded
Improvement Authorizations Unfunded
Encumbrances Payable

Bonds and Notes Authorized but nof Issued
Down Payments on Improvements

Bue to Sewer Operating Fund

{ ) Denotes Deficit or Deduction

118

$

$

Exhibit - D-7

BALANCE BALANCE
DEC. 31, DEC. 31,
2019 2018
3,276.36 $ 3,276.36
65,000.00 54,000.00
8,407.92 65,544.89
315,339.68 144,968.59
45,037.80 64,577.00
(353,211.53) {624,211.53)
732.00 732.00
511,285.59 448,.428.71
585,867.82 $ 158,316.02




SCHEDULE OF CONSUMER ACCOUNTS RECEIVABLE
SEWER UTILITY OPERATING FUND

Balance - December 31, 2018

Increased by:
Sewer Utility Billings {Net)

Decreased by:
Collected
Prepaids Applied
Overpayments Applied

Balance - December 31, 2019

Balance - December 31, 2018

Increased by:
Cash Receipts

Decreased by:
Refunded
Applied to Rents Receivable

Balance - December 31, 2019

EF.

D

Reserve

D-3,D0-6

D-3,0-10
D-9

REF.

D

D-5

D-5
-8

119

$ 2,654,127.95

8,589.61
6,313.52

Exhibit - D-8

$ 28287964

2,675,973.57

$

SEWER RENTS OVERPAYMENTS
SEWER UTILITY OPERATING FUND

860.28
6,313.52

2,958,853.21

2,669,041.08

$ 288,812.13

Exhibit - D-9

$ 7,172.80

17,621.86

24,694.66

7,172 80

$ 17.521.86




Exhibit - D-10

PREPAID SEWER RENTS
SEWER UTILITY OPERATING FUND
EF.
Balance - December 31, 2018 ] $ 8,594.61
Increased by:
Cash Receipts D-5 2,311.23
10,910.84
Decreased by:
Applied to Rents Receivable -8 8,599.61
Balance - December 31, 2019 D $ 2,311.23
Exhibit - D-11
SCHEDULE OF TAX TITLE LIENS RECEIVABLE
SEWER UTILITY OPERATING FUND
EF.
Balance - December 31, 2018 0 $ 1,850.00

Balance - December 31, 2018 D $ 1,850.00
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SCHEDULE OF FIXED CAPITAL
SEWER UTILITY CAPITAL FUND
Raf.
Balance - December 31, 2018 (M)
Increased by:
Transferred from Fixed Capital Authorized & Uncompileted 215
Balance - December 31, 2018 0
SEWER OPERATING

STATEMENT OF INTERFUNDS RECEIVABLE

$§ 3253,953.09

106,305.31

$ 3,360,258.40

BALANCE CASH CASH BALANCE
DEC. 31, 2018 RECEIPTS DISBURSEMENTS DEC, 31, 1A
Interfunds:
Sewer Capital Fund $ (44942871} $ 2000000 $ 8185688 § (511,285.59)
Current Furnd {11.579.04) (11,579.04)
Total $ {461,007.75) $§ 2000000 $ 8185688 3 (522,864.63)
Ref, iy -5 9
Cash Disbursements -~ -5 $ 80,675.14
Accrued Interest Charged to
Improvemant Authorizations 23 1,181.74
$81,856.88
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SCHEDULE OF RESERVE FOR CAPITAL IMPROVEMENT FUND

'SEWER UTILITY CAPITAL FUND

REF.
Balance - December 31, 2018 D
Increased by:
2018 Budget Appropriation D-20
Decreased by:
Approp. to Finance Improv. Author D-22
Balance - December 31, 2019 D

$ 54,000.00
20,000.00
74,000.00

9,000.00
$ £5,000.00

SCHEDULE OF RESERVE FOR DOWN PAYMENTS ON IMPROVEMENTS

Balance - December 31, 2018

Balance - Decemnber 31, 2019

SEWER UTILITY CAPITAL FUND
EF.

D

126

$

$

732.00

732.00

Exhibit - D~18

Exhibit - D-19



SCHEDULE OF DUE TC SEWER OPERATING FUND

SEWER UTILITY CAPITAL FUND

Balance - December 31, 2018

Increased by:
Improvement Authorizations Paid
by Cperating Fund

Decreased by:
2019 Budget Appropriation - Capital
Improvemeant Fund

Balance - December 31, 2019

EF.

o

D-17

D-18

127

$  449,428.71
81,856.88
531,285.68
20,000.00

$ 511,285.59

Exhibit - D-20
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Exhibit - D-23

SCHEDULE OF ACCRUED INTEREST ON BONDS AND NOTES
SEWER UTILITY OPERATING FUND

Balance - December 31, 2018
Increased by:

Accrued Interest Charged to;

Improvement Authorizations

Balance - December 31, 2019

Analysis of Balance - December 31, 2018

Principal
Cutstanding Interest
12/31/19 Rate From
BAN's

$ 442,000.00 1.750% 11/06/19

12/3119

129

EF.

D

D-14

3
1,181.74
$ 1,181.74
Period Amount

54 days $ 1,181.74



ORD.

NO.

2307
2360
2378
2501
2517
2571

IMPROVEMENT DESCRIPTION

Varlous Sewer Improvemants
Varlous Sewer Improvements
Various Sewar Improvements
Various Sewer improvements
Various Sewer Improvements
Varlous Sewer (Improvements

g

SCHEDULE OF BONDS AND NOTES

Exhibit - D24

| T Tk
BALANCE 2019 BANS BALANCE
DEC. 31, 2018 AUTHORIZATIONS ISSUED CANCELLED DEG. 31, 2019
$ 221153 % $ $ 221153 &%

40,000.00 40,000.00
140,000.00 140,0600.00
342,000.00 342,000.00 +
100,000.00 100,000.00 -

171,000.00 171,000.00
$ 62421153 § 17100000 § 444211.53 $ 221153 % 351,000.00
Footnote D
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Parking Utility Fund

131



Balance - December 31, 2018

Increased by Receipts
Parking Meters
Parking Permits
Parking Deck Fees
Miscellaneous

Decreased by Disbursements:
2019 Budget Appropriations
2018 Appropriation Reserves

Balance - December 31, 2019

SCHEDULE OF PARKING UTILITY CASH AND INVESTMENTS - TREASURER

EE.

E

E-2
E-2
E-2
E-2

E-3
E-&6

132

OPERATING FUND

$ 765780.23
698,503.51
28,248.41
48,840.00
12,643.02

789,034.94

1,564,8156.17
407 644 69
20,621.01

428,165.70

$ 1,126,649.47

Exhibit - E-4
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Public Assistance Trust Fund
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Exhibit - F - 1

SCHEDULE OF DUE TO/FROM TRUST OTHER FUND
PUBLIC ASSISTANCE TRUST FUND

EF.
Balance - December 31, 2018 F $25,533.60
Balance - December 31, 2019 F $25,533.60

Exhibit - F - 2

SCHEDULE OF RESERVE FOR PUBLIC ASSISTANCE

Balance - December 31, 2018 F $25,533.60

Balance - December 31, 2019 F $25,5633.60
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BOROUGH OF SOMERVILLE
SOMERSET COUNTY, NEW JERSEY

PART IV
SUPPLEMENTARY DATA
YEAR ENDED DECEMBER 31, 2019
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COMPARATIVE STATEMENT OF OPERATIONS AND
CHANGE [N FUND BALANCE - CURRENT FUND

Revenue and Other
Income Realized

Fund Balance Utilized

Miscellanegus - From Other

Than Local Property
Tax Levies

Collection of Delinquent Taxes

and Tax Title Liens
Collection of Current
Tax Levies

Total Income

Expenditures

Budget Expenditures:
Municipal Purposes

County Taxes

Local School Taxes

QOther Expenditures

Total Expenditures
Excess in Revenue

Fund Balance January 1

Less:
Utilization as Anticipated
Revenue

Fund Balance December 31

$ 9,645,804.11

138

$ 7,896,304.75

Year 2019 Year 2018.
Amount % Amaount %
$ 1,850,000.00 3.50 1,800,000.00 3.87
8,077483.81 15.28 7,488,504.86 1448
574,718.97 1.08 680,205.95 1.31
42,354,214.12  80.13 41,665,248.89 80.54
52,856,416.9¢C 100.00 51,734,048.71 100.00
19,074,480.81 38.72 18,007,763.69  37.71
5,255,664.38  10.67 513523003 1075
24,322,858.00  49.38 24,024,360.00  50.31
604,224.34 1.23 589,426.80 1.23
49,256,917.54 100.00 47.756,780.52 100.00
3,5699,499.36 3,877,268.19
7,896,304.75 5,818,035.56
11,495,804.11 9,796,304.75
1,850,000.00 1,800,000.00



COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE
IN FUND BALANCE - SEWER UTILITY OPERATING FUND

Revenue and Other Year 2019 Year 2018
ncome Realized Amount % Amount %
Fund Balance Utilized $ 165,000.00 538 3% 158,316.02 4.32
Rents 2,668,041.08 87.01 2,801,177.70 76.38
Miscellaneous From Other
Than Membership Fees 233,431.48 7.61 707,779.85 18.30
Total income 3,067,472.56 100.00 3,667,273.27 100.00
Expendityres
Budget Expenditures:
Operating 2,885,000.00 8783 2,556,800.00 9269
Capital Improvements 20,000.00 0.68 20,000.00 0.73
Deferred Charges and
Statutory Expenditures 44 000.00 1.49 181,516.02 6.58
Total Expenditures 2,949,000.00 100.00 2,758,316.02 100.00
Excess in Revenue 118,472.56 908,857.25
Fund Balance January 1 1.700,608.22 949,967.99
1,818,081.78 1,858,925.24
Less:
Utilization as Anticipated Revenue 165,000.00 158.316.02
Fund Balance December 31 $ 1654,081.78 $ 1700600822
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COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE

IN FUND BALANCE - PARKING UTILITY QOPERATING FUND

Revenue and Cther
Income Realized

Parking Meters
Parking Permits
Parking Deck Fees
Miscellaneous From Other
Than Parking Related Fees
Total Income
Expendifures
Budget Expenditures;
Operating
Deferred Charges and
Statutory Expenditures

Total Expenditures
Excess in Revenue

Fund Balance January 1

Fund Balance December 31

Year 2019 Year 2018

Amount % Amaount %

$ 698,503.51 7026 $ 662,142.70 71.08
28,248.41 2.84 33,803.38 3.63
48,640.00 4.88 0.00
219,330.27  22.03 23584716 2531
995,722.1¢ 100.00 931,793.24 100.00
654,500.00 96.75 582,500.00 9557
22,000.00 3.25 27,000.00 4,43
676,500.00 100.00 609,500.00 100.00
319,222.19 322,293.24
532,071.97 208,778.73

$ 851,284.18 $ 532,071.97
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COMPARATIVE SCHEDULE OF TAX RATE INFCRMATION®

2018 2018 2017
Tax Rate: 3635 $3.596 $3.522
Apportionmient of Tax Ratg:
Municipat: 1.085 1.085 1.068
County: 0.452 0.442 0.430
Lecal School: 2.088 2.069 2.024
Assessed Valuation:
2019 $1.164 726 60300
2018 $1,161 416 843 00
2017 21.158.012,.282 00

*Per Abstract of Ratables, Somerset County, NJ

Note: Under the provisions of Chapter 128, L.1978, the County Board of Taxation estimated the
amount of approved Veterans and Senior Citizens Tax Deductions for 2819 to be $48,000.

COMPARISON OF TAX LEVIES AND COLLECTION CURRENTLY

A study of this tabulation could indicate a possible trend in future tax levies. A decrease in the
percentage of current coliection could be an indication of a probable increase in future tax levies.

Percentage
Calendar Cash of
Year Tax Levy Coliections Caollection
2019 $ 43,020,21873 & 42 354,214.12 98.45%
2018 42.446,799.33 41,665,248.88 498.16%

2017 41,388,223.89 40,762,545.05 88.49%
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DELIMQUENT TAXES AND TAX TITLE LIENS

Thig tabulation inciudes a comparison, expressed in percentage, of the total of delinquent taxes and
tax title fiens, in relation to the tax levies of the last three years.

Amount of
Calendar Tax Title
Year Ligns
2018 $ 298980853 §
2018 265,692.03
2017 332,638.00

Amount of
Delinquent Total
Taxes Celinguent
58585897 $ 885,767.50
663,312.35 929,004.38
522,736.85 855,374.85

PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

Percentage
of
Tax Levy

2.06%
2.19%
2.07%

The value of property acquired by liquidation of tax title liens on December 31, an the basis of the last
assessed valuation of such properties, was as follows:

Calendar
Year

2019
2018
2017

Amount

$ 28,500.00
28,500.00
28,500.00

COMPARISON QF SEWER UTILITY LEVIES AND COLLECTIONS

Calendar SEWER UTILITY
Year Levies Collections*
2018 $ 287597357 § 2,668,041.08
2018 2.742,734.78 2801177.70
2017 2,895,864 .19 2,635,234.71
“Include collections against prior year balances.
COMPARATIVE SCHEDULE OF FUMD BALANCES
Calendar
Year Balance
Current Fund 2019 $ 8,645,804.11
2018 7,896,304.75
2017 5,819,035.56
2016 4,126,531.66
2015 2,687,045.03

142

Utilized in
Budget of
Succeeding
Year

4,340,000.00
1,850,000.00
1,900,000.00
1,900,000.00
1,630,000.00



COMPARATIVE SCHEDULE OF FUND BALANCES

Utilized in
Budget of
Succeeding
Balance Year
Sewer Utility 2019 $ 1,654,081.78 $ 137,000.00
Operating Fund 2018 1,700,609.22 165,000.00
2m7 949,967.89 158,316.02
2018 620,818.13 None
2015 10,676.57 None
Parking Utility 2019 $ 851,294.16 % 175,000.00
Operating Fund 2018 532,071.97 None
2017 209,778.73 None
2016 None {1)

(1) - 2017 Represents first year of the Parking Utility
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QFFICIALS IN OFFICE AND SURETY BONDS

The following officials were in office as at December 31, 2019

AMOUNT
NAME TITLE OF BOND

Cennis Sullivan - Mayor *
Granville Brady - President of Council *
Jane Kobuta - Councilperson =
Thompson Mitchell - Coungilperson *
RanD Pitts - Councilperson *
Fred Wied V - Councilperson *
Roger Vroom - Councilperson *
Kevin Sluka - Business Administrator, Borough Clerk, *

Electicn Officer
Paige Elster = Chief Financial Officer &
Janet E. Kelk - Tax Collector/Sewer Utility Collector *
Audrey Lipinski - Court Administrator *
William T. Kelleher, Jr. - Magistrate *
Jeremy Soloman, Esq. - Attorney
Dave Meyers - Construction Code Cfficial, Electrical

Subcode Official, Plumbing Sub Code Official
Frank Vuoso - Community Development Director,

Code Official, Zoning Officer
Keith Thedinga - Fire Official
Matthew D. Loper - Borough Engineer
Rodney Hadley - Public Works Manager
Kathleen Gerndt - Recreation Director
Brett Trout - Tax Assessor
Bennis Manning - Police Chief

* All officials and employees handling and coliecting Borough Funds are covered by Public
Employees Blanket Bond of $1,000,000.00 under the Joint Insurance Fund.

All of the bonds were examined and were properly executed.
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BORCUGH OF SOMERVILLE
COUNTY OF SOMERSET, NEW JERSEY
YEAR ENDED DEC 014

GENERAL COMME

An audit of the financial accounts and transactions of the Borough of Somerville, County of
Somerset, New Jersey, for the calendar year ended December 31, 2019, has been completed.
The General Comments are herewith set forth:

Scope of Audit

The audit covered the financial transactions of the Finance Department and the other various
offices and departments collecting fees within the Borough of Somerville, County of Somerset,
New Jersey.

The audit did not and could not determine the character of services rendered for which payment
had been made or for which reserves had been set up, nor could it determine the character,
proper price or quantity of materials supplied for which claims had been passed. Cash on hand
was counted and cash and investment baiances were reconciled with independent certifications
obtained directly from the depositories. Revenues and receipts were established and verified as
to source and amount insofar as the records permitted.

INTERNAL CONTROL MATTERS

in planning and performing our audit of the financial statements of Borough of Somerville, County
of Somerset, New Jersey as of and for the transition year ended December 31, 2018, in
accordance with auditing standards generally accepted in the United States of America, we
considered the Borough's internal control over financial reporting (internal control} as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Borough's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Borough's internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis.

A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generaily accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequentia! will not be prevented or detected by the entity’s internal controi.
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GENERAL COMMENTS
INTERNAL CONTROL MATTERS (Cont'd )

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity's internal control.

With respect to the reporting of internal control matters, standards require that only a significant
deficiency and/or a material weakness need be reported in writing to management and those
charged with governance.

The control deficiencies reported are not considered to be significant deficiencies nor material
weaknesses. In addition, these control deficiencies are not required to be reported in writing,
however, control deficiencies are presented to management and those charged with governance
in this report as a means to present those matters identified in review of the Borough's internal
controls and as a means to inform management and those charged with governance as to the
audiling standards requirements with respect to internal controls.

As indicated below, we identified certain deficiencies in internal control that we consider to be
control deficiencies.

In addition, during our audit, we noted certain matters involving the internal control and other
operational matters that are presented for your consideration. This letter does naot affect our
report dated July 6, 2020 on the financial statements of the Borough of Somerville. Our
comments and recommendations, which have been discussed with appropriate members of
management, are intended to improve the internal control or result in other operating efficiencies.

Control Deficiencies:

Conditions exist whereby the same person may collect, record and deposit cash receipts in the
following offices — Tax, Finance, Health/Vital Statistics, Municipal Clerk, Construction,
Planning/Zoning, Police, and Fire Prevention.

This condition is the resuit of the staffing levels and multi tasks performed by personnel within the
respective offices.
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GENERAL COMMENTS
INTERNAL CONTROL MATTERS {Cont'd.)

OTHER MATTERS

Contracts and Agreements Required
bo b Adverdised Per W.J.5 A 4045:11-4

N.J.S.A. 40A:11-4 states "Every contract or agreement, for the performance of any work or the
furnishing or hiring of any materials or supplies, the cost or the contract price whereof is to be
paid with or out of public funds not included within the terms of Section 3, of this act, shall be
made or awarded only after public advertising for bids and bidding therefor, except as is provided
ctherwise in this act or specifically by any other law. No work, materials or supplies shall be
undertaken, acquired or furnished for a sum exceeding in the aggregate $17,500 except by
contract or agreement.”

On September 28, 2015, the Locatl Public Contracts Law was amended, effective on July 1, 2015,
The amendment addresses the bid threshold (Section 7, N.J.S.A. 40A:11-3), thereby increasing
the amount from $36,000.00 to $40,000.00 under which a contract may be awarded without
public advertising for those municipalities that have appointed a Qualified Purchasing Agent. The
maximum bid threshold remains at $17,500.00 for those municipalities that do not have a
Qualified Purchasing Agent. As of December 31, 2018, the Borough has a Qualified Purchasing
Agent.

A review of the Borough's purchasing procedures indicates bids were requested by public
advertising for the following items tested, as disclosed in the official minutes:

Material, Supplies, Equipmant, Service Rentals, Construction and Repairs:

Professional Services, Road improvements, Sanitary Sewer Improvements, Street Sweeper

State Contracts;
Fire Fighting Safety Equipment

The minutes indicated the adoption of resolutions authorizing the purchase through state
approved vendors as required by N.J.A.C. 5:34-1.2.

The minutes indicate that resolutions were adopted and advertised authorizing the awarding
contracts or agreements for "Professional Services" per N.J.S.A. 40A:11-5.

Inasmuch as the system of records did not provide for an accumulation of payments for
categories for the performance of any work or the furnishing or hiring of any materials or supplies,
the results of such an accumulation could not reasonably be ascertained. Disbursements were
reviewed, however, to determine whether any clear-cut viclations existed.
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GENERAL COMMENTS

DTHER MATTERS (Cont'd.}

Contracts and Agreements Required
1o be Adverhised Par N.J.5 A 404:11-4 (Cent'd. ]

A test examination of expenditures revealed no individual payments, contracts or agreements in
excess of $17,500 or $40,000 as applicable "for the performance of any work or the furnishing or
hiring of any materials or supplies” other than those where bids had been previously sought by
public advertisement or where a resclution had been previously adopted under the provisions of
N.J.S.A. 40A:11-8.

Any interpretations as to possible viclation of N.J.S.A. 40A:11-4 and N.J.A.C. 5:30-14 would be in
the province of the municipal solicitor.

Compliance with P.L, 2005, ¢ 271

The threshold for Pay-to-Play is set at $17,500, with no escalator provision. “Pay-to-Play” laws
cover all contracts (not just professional services as some believe). Any contract (or aggregation
of purchases of similar goods or services) that does not meet "fair and open” standards requires
the Borough to obtain the necessary c. 271 documents. The provisions of ¢. 271 became
effective on January 1, 2006.

A non-compliance would result with the issuance of purchase orders exceeding $17,500 during
the fiscal period without a “fair and open” pracess, and without obtaining the requisite disclosures.
It is important to note that the laws and regulations implementing "Pay-to-Play” focus on vendors
rather than categories of goods and services. While this change may appear subtle, it greatly
expands the monitoring required to assure centinuing compliance.

Tests of expenditures indicated the Borough had the required documentation for compliance with
P.L. 2008, ¢ 271 for items tested.

Collection of Inferest on Delinguent Taxes and Assessments

N.J.S. 54:4-67, as amended, provides the method for authorizing interest and the maximum rate
to be charged for the non- payment of taxes or assessments on or before the date when they
would become delinquent,

The governing body, on January 1, 2019, adopted the foliowing resolution authorizing interest to
be charged on delinquent taxes:

WHEREAS, R.G. 54:4-67 has been amended to permit the governing body to fix the rate of
interest to be charged for the nonpayment of taxes or assessments on or before the date when
they would become delinquent and may provide that no interest shall be charged if payment of
any installment is made within ten (10) days afier the date upon which the same is payable;
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GENERAL COMMEMNTS

QOTHER MATTERS (Cont'd )
Collection of Interest on Delinguent Taxes and Assessments (Cont'd,)

NOW, THEREFORE, BE IT RESOLVED that the Borough Council does hereby fix the rate of
interest at eight percent {8%) per annum on the first One Thousand Five Hundred Dollars
($1,500) and at eighteen percent {18%) per annum on any amount in excess of One thousand
Five Hundred Dollars ($1,500) from the date when any tax instalment shall be payable and
delinquent until the said installment together with interest is paid provided, however, that if any
installments shall be paid within ten {10} days after the date payable, in that event there shall be
no interest charged.

“In addition, pursuant to N.J.S.A. 54:4-87, there is hereby fixed as a penalty to be charged to a
tax payer with a delinquency in excess of $10,000 who fails to pay the delinquency prior fo the
end of the calendar year of 8 percent to the amount of delinquency”.

The audit of the Collector's records on a test basis indicated that interest on all delinquent
accounts was calculated in accordance with the foregoing resolution for items tested.

Delinquent Taxes and Tax Titke Liens

The last tax sale was held on October 16, 2019. There were no properties excluded from the
sale. There are no properties payable on an installment basis.

The following comparison is made of the number of tax title liens receivable for the last three
years:

Year Number of Liens
CY 2018 8
CY 2018 10
CY 2017 8

investments
The Borough has adopted a formal cash management plan policy in compliance with N.J.S.A.

40A:5-14 of the Local Fiscal Affairs Law, which requires that “each loca! unit shall adopt a cash
management plan and shall deposit its fund pursuant to that plan”.

Interfund Balances

Interfund Balances appear in the balance sheets of the Borough's financial statements of the year
ended December 31, 2018.

These interfunds, in most cases, were from prior years and should be cleared by cash transfer
where feasible.
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GENERAL COMMENTS

OTHER MATTERS (Cont'd.)

The Borough of Somerville utilizes a purchase order system for its expenditures in connection
with its budgetary accounting system during the year under review. The accounting is processed
on a data processing system for budgetary control.  Transactions are approved based on
availability of funds. Purchase orders were available for all cash disbursement transactions
selected by us for testing. Tests of the system disclosed that compliance was in generally good
order during the year. Tests of purchases orders and encumbrances indicated the Borough had
the required documentation for items tested. The processing of confirming orders was noted.

It is suggested the Borough review poiicies and procedures to eliminate the use of confirming
orders.

Payment of Claims

Payments of claims were examined on a test basis for the year under review. There were no
exceptions noted for items tested.

Swurety Bonds

The “List of Officials”, included as part of the Supplementary Data section of this report, discloses
the status of surety bond coverage’s in effect at December 31, 2019. The minimum surety bond
requirements for both the Tax Collector and Municipal Court were met for fiscal year 2018

During July 1998 the Local Finance Board completed a readopting of the Board's general rules in
the New Jersey Administrative Code. Based upon the new provisions of N.J.A.C. 5:30-8.3 and
8.4, local units are encouraged to utilize new recommended amounts in lieu of the minimum
amounts in order to provide a higher leve! of security of public funds. The Borough’s surety bond
Coverage meets the new recommended amounts as it is covered under the Garden State Joint
Insurance Fund,

Municipal Coyri

The financial records maintained by the Municipal Court during the period were reviewed. The
examination of the general account included review, on a test basis, that deposits were properly
recorded and spread by receipt category and disbursements were made to the appropriate
agencies on a timely basis.

The bank reconciliations for both the general and bail accounts were made available for review.
The examination of the bail account's financial and supporting records maintained by the
Municipal Court revealed no exceptions for items tested

The processing of traffic and criminal cases entered on the State’s on-ine computer system
revealed no exceptions for items tested.
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GEMERAL COMMENTS

OTHER MATTERS (Cont'd.)

Condition of Records - Other Officials Collecting Fees

Our reviews of the records maintained for other officials collecting fees were designed to
determine that minimum levels of internal controls and accountability were met, that cash receipts
were deposited or turned over to the Treasurer's accounts within a 48-hour period as required by
N.J.S.A. 40A:5-15, and that the fees charged were in accordance with the provisions of the
Borough Code and that monthly financial reports are being submitted to the Finance Department
timely. There were no exceptions with the items tested.

Condition of Records - Collector of Revenues

The records maintained by the Collector of Revenues were reviewed, Computerized cash receipt
records were agreed to manual controls daily and in total monthly with no exceptions noted for
items tested. No exceptions were noted for the testing of computerized real estate tax billings
and billing adjustments for reai estate taxes.

Congition of Records - Finance Office

The financial records maintained by the Finance Department during the period were reviewed. A
general ledger was maintained for each fund, and was found to be suitable to serve as the basis
for financial statement preparation. Control accounts were generally in proof with supporting
detail.

Administration and Accounting of State & Federal Grants

During 2019, the Borough operated programs that were funded in whole or in part by state or
federal grant awards. As part of the acceptance of these funds, the Borough is required to make
assurances to the grantor agency that it will comply, in its general operations as well as in the
operation of grant funded programs, with various laws and regulations. [n addition, the individual
grant contracts impose specific compliance requirements for the operations of each program.

The acceptance of grant funds also places additional requirements upon the Borough with
respect to the Borough's system of internal controls. Based upon the matrix of requirements
applicabie to a specific grant, the Borough's internat controls are required to include systems and
policies and procedures designed to ensure compliance with the many requirements.

We noted that the Finance office made an effort to review prior years’ grant receivable balances
and unexpended grant reserve balances for proper disposition at December 31, 2018. It was
noted that the Borough continues to carry unexpended balances of grant awards that are several
years old. This condition may have resulted from the decentralized management of the various
grant programs. In the current environment, it is possible that grant program coordinators may
have reported expenditures that were not charged to grant program appropriations. We suggest
that the Borough continue to monitor prior years' unexpended grant reserves and that proper
disposition is made in compliance with the terms and conditions of the grant agreements.
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GENERAL COMMENTS

OTHER MATTERS (Cont'd.)

Internal Control Documeantation

Statement on Auditing Standards 115 sets forth requirements upon the auditee that
includes the documentation of its internal controls. We suggest the Borough initiate this
process and also consider utilizing the framework established by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO) for its documentation,
which includes the five components of internal controls, as follows: Control Environment;
Risk Assessment; Control Activities; Information and Communication; and Monitering. In
addition, we suggest the documentation should also include the internal controls that
exist over grant compliance along with providing for this documentation in conjunction
with information relating to job descriptions and procedures manual,

Cybersecurity

As part of its overall risk management, the Borough reviews security measures in place
relating to its Information Technology (IT), including the use of specialized assessments.
With the ever increasing challenges relating to cybersecurity, each organization
determines what particular assessment or combination of assessments best fits its
information security strategy. We suggest management continue to assess risks related
to cybersecurity along with the utilization of specialized assessments, which would also
include a periodic reporting mechanism to those charged with governance.

The Local Finance Board, Department of Community Affairs, State of New Jersey,
adopted the following requirements, previously identified as “technical accounting
directives” as codified in the New Jersey Administrative Code, as follows:

Compliance with M.J.AC. 5:30

N.J.A.C. 5:30 — 5.2 - Encumbrance Accounting: This directive requires the development
and implementation of accounting systems, which can reflect the commitment of funds at
the point of commitment. The Borough of Somerville is in compliance with this directive.

N.JAC. 5:30 -56.6 - Fixed Asset Accounting: This directive requires the development
and implementation of accounting systems which assigns values to covered assets and
can track additions, retirements and transfers of inventoried assets.

N.J.A.C. 530 - 5.7 - General Ledger Accounting System: This directive requires the

establishment and maintenance of a general ledger for, at least, the Current Fund. The
Borough is in compliance with this directive.
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OTHER MATTERS {Cont'd.)

Compliance with Local Finance Notices

In accordance with Local Finance Notice No. CFO-10, Uniform Construction Code, expenditure
records were tested for compliance with N.J.A.C. 5:23.17(c}2, and no exceptions were noted for
those items tested.

The Borough was not required o prepare and file a corrective action plan for the year 2018,

pursuant to Local Finance Notice No. 92-15 issued by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey as there were no recommendations.
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RECOMMENDATIONS

We recommend the following:

None

During the course of our audit we received the complete cooperation of the various officials of the
Borough, and the courtesies extended to us were greally appreciated,

Should any questions arise as to our comments or recommendations or should you desire
assistance in implementing our recommendations, please do not hesitale to contact us.

Very truly yours,
HODULIK & MORRISON, P.A.

o=

Andrew G. Hodulik, CPA, RMA
No. 406
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